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r NueE crusaders for legislative 
curbs upon public utilities go in- 
to the next Congress with every 

incentive to push their program to its 

utmost possibilities. 

All of the spectacular Senate foes 
of the utilities will be in their seats— 
the dogged, persistent Norris, the 
persuasive, influential Borah, the cold, 
logical Walsh’ of Montana, the vig- 
orous, active La Follette, the ruthless, 
fighting Johnson. 

Not only has the electorate sent 
them substantial reénforcement in 
both houses among the incoming 
Democrats, but for the first time in 
many years they will have a friendly 
figure in the White House. 


A’ the outset it should be said that 
no extensive radicalism is likely 
to be initiated by Franklin D. Roose- 
velt. Responsibility brings restraint. 
His Salt Lake City speech in which he 
outlined his views on the railroads, 
and his Portland speech in which he 
set forth his policies in respect to 
electric utilities, were both generally 
accepted by the radicals on utility 
regulation as satisfactory from a rela- 
tive viewpoint but disappointing from 
an absolute one. They constituted an 
infinite improvement, to this group, 
over the usual White House atti- 
tude, but they fell short in concrete 
details of the venom of a crusader 
against the so-called “power trust” 
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who had been knighted for valor. 

Mr. Roosevelt refused to charge 
against the windmills. He left the 
Don Quixote and Sancho Panza réles 
to his followers. But that does not 
mean that if one of the windmills 
should fall, Franklin Roosevelt would 
rebuild it. 


B Bernan who have crusaded for 
years in Congress to bring about 
a stricter regulation of public utilities 
or to start the country on the way to 
public ownership know that nothing 
within reason which they are able to 
accomplish will be vetoed by Mr. 
Roosevelt. They know that the pres- 
ent Congress provides their chance, 
that now if ever they must plant the 
flag on the parapets of the utility pal- 
ace. 

So the utilities may expect to be giv- 
en no quarter. Stirred by depression, 
and its manifestations in the utility 
industry, the special particular foes 
of that portion of big business will be 
assailing it with weapons ranging all 
the way from the calm logic of 
Thomas J. Walsh to the violent ve- 
hemence of Huey Long. They will 
attack with reason and with animos- 
ity, with rapiers and with battle-axes, 
with Big Berthas and with hean- 
shooters. The arguments used will 
be as new as modern aircraft and as 
ancient as bows and arrows. 

The one factor favoring the utili- 
ties is that the next Congress will be 
faced with so many other and larger 
problems that the attention of all ex- 
cept the single-track minds may be di- 
verted to other matters most of the 
time. 


N”™ only do the foes of the utili- 
ties have the advantage when 


the Seventy-third Congress meets of 
having no opposition in the White 
House, and added strength on Capi- 
tol Hill, but several of the most in- 
fluential congressional friends of the 
utilities went down in the Hoover ca- 
tastrophe, while the losses of the anti- 
utility group were minor in the Senate 
and only moderately substantial in the 
House. 

Among the stalwart opponents of 
any further interference by the gov- 
ernment in utility matters or any ten- 
dency toward government ownership 
for whom November 8th was a fatal 
day are such outstanding leaders of 
conservative opinion as Reed Smoot, 
chairman of the Finance Committee, 
James E. Watson, majority leader, 
George H. Moses, originator of the 
phrase, “sons of the wild jackass,” 
and Hiram Bingham of Connecticut. 
Samuel Shortridge of California met 
his defeat in the primaries, and sev- 
eral other less important Senators, 
among them Otis F. Glenn of Illinois, 
will have to utilize their talents else- 
where. 

The opponents of the utilities had 
only two losses of consequence— 
Blaine of Wisconsin and Brookhart 
of Iowa. 

Although Blaine was becoming 
more valuable to the group as time 
went on, the loss of Brookhart will 
bring it nothing but increased respec- 
tability. They are stronger without 
him than with him. His refusal to 
recognize unfavorable reactions, his 
blind persistence at times when per- 
sistence was not a virtue, his complete 
lack of finesse, have brought consid- 
erable difficulties upon the group in 
the past, and have made the entire 
body of those who sought the same 
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end the butt of needless ridicule, the 
object of endless scorn. 


N the House the casualties were 
more extensive on both sides of 

the utility question. The antis lost 
the only voice they had that was big 
enough to be heard by the whole na- 
tion—Fiorella H. La Guardia who 
was defeated in New York by a none- 
too-discerning electorate because he 
bore the Republican label in a Demo- 
cratic year, although his views are 
doubtless closer to those of Franklin 
Roosevelt on all questions generally 
than are those of anyone in the Tam- 
many delegation. 

They also lost Swing of California, 
who struck for the Senate and, strik- 
ing, found his doom; Christopherson 
of South Dakota, Amlie, Nelson, and 
Kading of Wisconsin, and O. B. Lov- 
ette of the district in Tennessee ad- 
joining Muscle Shoals. 8B. Carroll 
Reece, who had represented the dis- 
trict before and consistently and fierce- 
ly fought against government opera- 
tion of the Shoals power plant turned 
the tables on Lovette and regained his 
seat on the power issue, which is the 
dominant one in that district. 


EVERAL notable opponents of gov- 

ernment ownership were returned 
—Bankhead of Alabama, Eaton of 
New Jersey, and Douglas of Arizona 
who fought Boulder Dam. The list 
of those who were defeated or retired, 
however, is very large. It includes 
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Will Wood of Indiana, Albert John- 
son of Washington, Tilson of Con- 
necticut, Timberlake of Colorado, 
Chindblom of Illinois, Purnell of In- 
diana, Hawley of Oregon, and the in- 
effective Ruth Pratt of New York. 

A large body of new antiutility 
members came in. The progressive 
losses in Wisconsin and Minnesota 
were offset by Democrats or even 
more radical Farmer-Laborites. The 
Oregon and Washington delegations 
are largely antiutility. Huey Long’s 
delegation from Louisiana is solid. 
Marion A. Zioncheck of Seattle is a 
crusader on the question as is William 
Lemke of North Dakota, a former 
national secretary of the Non-Parti- 
san League. John Fitzgibbons of 
New York is a recruit. Altogether 
the gains of the antiutility group 
more than overbalance the losses, and 
on any proposition not opposed by 
President-elect Roosevelt they are 
quite certain to have a comfortable 
majority. 


| i is in the Senate, however, that 
the gains of the crusaders against 
the utilities are most pronounced. Of 
the eighteen new members not a sin- 
gle one can be counted definitely as a 
steadfast supporter of the utility 
viewpoints. About six are militant 
crusaders on the subject. Half a 
dozen more will “go along.” Little 
is known of the views of three be- 
cause they have not been expressed, 
and the others are inclined to be er- 
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Congress will be faced with so many other and larger prob- 


q “THE one factor favoring the utilities ts that the next 


lems that the attention of all except the single-track minds 
may be diverted to other matters most of the time.” 
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ratic, supporting one side on one thing 
and the other side on another. 


OREMOST among the crusaders is 

Homer T. Bone of Seattle who de- 
feated the late Wesley L. Jones. He 
is for straight public ownership of all 
public utilities and has been in every 
fight involving utilities that has oc- 
curred in the state of Washington for 
many years. He has been prominent- 
ly identified with the various fights 
over the municipal power plant of Ta- 
coma, which has become one of the 
most successful publicly owned plants 
in the country. He fought to get a 
bill through the Washington legisla- 
ture to enable municipal power plants 
to sell power outside their municipal 
limits in competition with privately 
owned plants; he has also fought in 
his own state for the law permitting 
rural sections to set up their own pow- 
er districts, and in 1930, when legis- 
lation similar to these proposals was 
pending in Oregon, he crossed the 
state line in his activities and gratui- 
tously entered the fight there. Wher- 
ever there has been an opportunity to 
assail public utilities in the Northwest 
he has sought it out like a tiger seek- 
ing prey. For fifteen years he has 
been the attorney for the Tacoma 
Port Commission. 

In the course of his crusading 
against the utilities he has been iden- 
tified with or has supported six dif- 
ferent parties, it was charged in the 
campaign against him last fall. His 
opponents accused him of having 
supported the Farmer-Labor, Repub- 
can, Liberty, Progressive ‘Republi- 
can, Bull Moose, and Democratic 
parties. He is a new convert to the 
Democratic party, on whose ticket he 


was elected. He entered the party 
with a loud bang in the primary last 
summer when he announced his 
candidacy for the Senate against three 
good organization men. It was then 
that the accusation was made that he 
was the chameleon in politics and 
changed his party as often as a prima 
donna changes costume. But Senator 
Clarence C. Dill, campaigning through 
the state for him, responded that al- 
though he might have changed his 
party he had never changed his prin- 
ciples. 

That answer seemed to be effective 
because Mr. Bone won in the primary 
by 40,000 and in the election ran 
20,000 ahead of Roosevelt. Mr. 
Bone is a comparatively young man— 
under fifty—and from his perform- 
ance in Washington state last fall ap- 
pears likely to be in the Senate for 
quite a while. Although he has been 
accused of being a socialist, a com- 
munist, a Bolshevik, and all three put 
together along with other appellations 
of opprobrium, the antiutility group 
looks upon him as a man with more 
“balance” than he is given credit for. 
They think he may not go too strong 
right at the start, but are sure that 
as soon as he finds his way around 
Washington he will be constantly and 
militantly on the firing line hurling 
language at the utilities that would 
pock-mark a battleship. 

Although he has had a long ex- 
perience as a leader among the radical 
elements of the Northwest, this is his 
first appearance in an important pub- 
lic office. He ran unsuccessfully for 
the Republican nomination for Con- 
gress once against Albert Johnson. 
Some of his supporters charged that 
the street car company had convenient 
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chance for passage in some form. 


also being made for legislation prohibiting power 
companies operating in interstate commerce from 
‘unfair competition’ against local municipally owned 


plants.” 


Some of the Utility Measures that Will 
Come Up for Consideration: 


“E semacon requiring full publicity on all 
stock and bond issues of utility companies, 
including publicity as to the use to which the money 
so raised is put, will be proposed and stands a fair 


Plans are 











power trouble which stopped the cars 
when all the downtown offices and 
factories closed so that the Bone sup- 
porters could not get home to vote. 


|S eset R. Reynolds of North 
Carolina is another antiutility 
Senator whose entrance into that 
august body was spectacular and un- 
expected. From his beginnings he 
has been a showman. When a young 
man he did a Richard Halliburton, 
many years ahead of that slightly 
ridiculous professional romanticist. 
He went to Europe on a cattle-boat 
and wrote a book—‘“Seeing Europe 
with Bob Reynolds.” 

In the spring of 1932 he was mod- 
estly practicing law at Asheville, and 
seemed destined to continue doing it 
for some time. He had attempted to 
get into politics twice before. Once 
he had run unsuccessfully for Con- 
gress, and once he had dreamed of 
beating the late Senator Overman in 
a primary. That dream was speedily 
and rudely shattered, although he got 
the surprising vote of 80,000. 

But in 1932 the sitting Senator for 
North Carolina was Cameron Mor- 
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rison, bombastic evangelical orator, 
dry as Volstead, and with a voice that 
sounded like a camp-meeting revival- 
ist. He had been appointed to the 
Senate to fill the vacancy caused by 
the death of Overman. He came 
there at the end of a long career in 
North Carolina politics during which 
he had been state chairman, national 
committeeman, and governor of the 
state. Furthermore he had acquired 
tobacco interests and was very rich. 

Last November the “ins” were not 
popular and the rich were less so. It 
was the psychological time for Bob 
Reynolds, but when he announced his 
candidacy against the eminent Mr. 
Morrison it was regarded as a joke. 
North Carolina politicians were not 
fully aware of Mr. Reynolds’ capacity 
for demagoguery. 

He started a tour of the state in a 
ramshackle Ford that had been driven 
about 60,000 miles. He begged gaso- 
line to get from town to town. He 
went among the poorest farmers and 
factory workers in the state describ- 
ing the riches of Senator Morrison. 
Morrison’s Washington address was 
the Mayflower hotel, whose somewhat 












a 


overdone reputation for swankiness 
had penetrated to the “sticks” of 
North Carolina. 

But Bob Reynolds increased its 
reputation by giving to the North 
Carolinians a wholly apocryphal and 
imaginary account of Senator Morri- 
son’s life there. He imagined Morri- 
son entering the hotel—stepping from 
his huge limousine while two footmen 
opened the door and stood at salute. 
More footmen from the hotel hur- 
ried out with an oriental rug and 
spread it upon the sidewalk for Sena- 
tor Morrison to walk in upon, lest 
he get a speck of dirt on his shiny 
shoes and immaculate spats. He was 
ushered in by more attendants so that 
no workmen who happened to be pass- 
ing might accidentally brush against 
his frock coat and soil it. Reynolds 
imitated the great Senator from 
North Carolina as he stepped from 
the limousine and entered the hotel. 

Senator Morrison had erected a 
$3,000 gate and fence about his estate 
in North Carolina. Reynolds talked 
about that too, particularly among 
the farmers. He told them how 
Senator Morrison had done this “to 
keep you poor farmers off his prop- 
erty while he gets rich on the tobacco 
for which you get only three or four 
cents a pound.” 

Morrison paid no attention to such 
ridicule until late in the campaign 
when Reynolds began drawing big 
crowds and the seasoned politician be- 
came scared. But then it was too late. 
He woke up the morning after the 
primary election to find that the poor 
farmers and factory workers had 
voted against the oriental rug and the 
$3,000 gate. 

But now Senator Reynolds objec- 
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tion to luxury seems somewhat tem- 
pered ; he drove to Washington in the 
same Ford that he used to tour the 
state in the campaign, but once here, 
he took up residence at the Wardman 
Park hotel, which is in many respects 
more distinctive than the Mayflower. 


HE South contributes another 
member among the strong cru- 
saders against the utilities who are 
entering the Senate, Richard B. Rus- 
sell, Jr., present governor of Georgia, 
aged thirty-four, and a bachelor. He 
is a lawyer and his father is a member 
of the supreme court of Georgia, 
which is the highest court in the state. 
Governor Russell began his political 
career in the legislature and made his 
campaign for governor on economy 
and reorganization. He ran against 
a large field but won in the primary 
by an overwhelming majority. He 
set about to keep his campaign pledges 
and made a rather impressive and 
effective reorganization and consoli- 
dation of the state government bu- 
reaus and departments. The cost of 
the government was brought down 
considerably and taxes were reduced 
somewhat. 

He ran for the Senate against for- 
mer Representative Charles R. Crisp, 
who as acting chairman of the Ways 
and Means Committee a year ago 
handled the 1932 tax bill. Russell 
ran on his record as governor and 
attacked Mr. Crisp as the “tool of 
the interests.” One of the main issues 
which he raised against Crisp arose 
in a chance remark that Reed Smoot 
dropped in the Senate during the con- 
sideration there of the conference re- 
port on the tax bill. 

The tax levied on electricity for 
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domestic consumption had originally 
been levied upon the power companies 
in such a way that they could not pass 
it on to the consumers. It was 
changed in conference so as to be a 
direct tax on the consumers added to 
each electric bill by the power com- 
panies, and then turned over to the 
government. When this was ques- 
tioned, Mr. Smoot said that the 
change had been proposed by Repre- 
sentative Crisp. Crisp never denied 
it. It was good campaign material 
in the hands of Governor Russell. 
He had already been in a major 
fight with the Georgia Power Com- 
pany. Early in his term that com- 
pany had reduced its rates in one 
county where a municipal company 
was operating. Russell hailed the 
company before the public service 
commission and demanded that they 
make the reduction statewide. The 
power company took the case to the 
courts where it won in the first in- 
stance, but an appeal is still pending. 
When Russell came to Atlanta as 
governor he took on one other activity 
and became the teacher of one of the 


' largest Sunday school classes in the 


city. 

tvA Adams who comes to the 

Senate from Colorado is not a 
stranger here. He sat in the Senate 
by appointment to fill an unexpired 
term for about a year back in 1926. 
He is a modest little man of an in- 
tellectual type, is not an exhibitionist, 


e 


and during his short stay here was 
well liked on both sides of the cham- 
ber. He sat on the Public Lands 
Committee during part of the Teapot 
Dome exposé and supported Senator 
Walsh steadily. 

All his interests are in Colorado, 
of which he is a native son. He is 
an attorney in Pueblo and his law firm 
represents leading banking interests 
of the state. His family is a dis- 
tinguished one in Colorado. Years 
ago, his father was governor of the 
state, and just recently his uncle, Wil- 
liam H. Adams, a cattleman who has 
been prominent in the politics of the 
state for forty years, was also gov- 
ernor, retiring at the beginning of this 
year. 

The new Senator has always been 
classified as a progressive Democrat. 
He is not particularly identified with 
utility questions, having never held 
any important public office except his 
short term in the Senate, but is clearly 
and definitely on the side of such 
antiutility Senators as Norris, La- 
Follette, Walsh of Montana, and 
Costigan of Colorado, with whom 
Mr. Adams is expected to cooperate 
fully. 


uEY Long’s new colleague from 

Louisiana who comes in as the 
successor of the conservative Brous- 
sard, John H. Overton, is a man of 
very short political experience. He 
was elected to the House in 1931 at 
a special election to fill the vacancy 


drastic this will be cannot 


“SoME action toward the regulation of holding companies 
is contemplated but just how 


now be predicted and probably 


will depend largely upon the 


views of Mr. Roosevelt as to the details of the regulation.” 
145 
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caused by the death of James B. 
Aswell. 

All last session whenever the Lou- 
isiana “Kingfish” made a speech in 
the Senate he made the House mem- 
bers from the Ol’ Man River country 
stand up in the back of the Senate 
and listen to it. Just a little educa- 
tion. Overton, the newest member of 
the delegation listened most attentive- 
ly and most eagerly. Perhaps be- 
cause of this he was selected and re- 
warded with the opportunity to run 
in the primaries against Broussard. 
Huey campaigned feverishly for him, 
and made fiery attacks upon the quiet, 
inoffensive sitting Senator. Overton 
walked away with the prize. In the 
Senate he will follow the agile Huey 
wherever he goes, whether it be in a 
tilt with those reactionaries of the 
dark ages who have doubts about the 
immediate and drastic redistribution 
of wealth, or with the utility compa- 
nies. 


NOTHER new member, elected 

last fall for a full term who will 
be always under the domination of 
the “Kingfish” is Mrs. Hattie W. 
Caraway of Arkansas, only woman 
ever to be elected to the Senate. She 
is now a member of that body serving 
out the unexpired term of her hus- 
band, the late Thaddeus Caraway, 


- which she was given as an honorary 


tribute. Arkansas political leaders 
did not intend to carry the honoring 
process to the extent of giving her a 
full 6-year term in her own right, 
however. Nevertheless she announced 
her candidacy in a field of six or 
seven, and appeared to have little 
chance of winning until Senator Huey 
Long appeared in Arkansas and 


made a speaking campaign for her. 

With the help of Huey she obtained 
a plurality in the primary and was 
elected. Every day she comes to the 
Senate, a quiet little woman attired 
in black, and sits in her seat in the 
back row next to the Senator from 
Louisiana. She listens to the debate, 
occasionally her secretary comes on 
the floor, squats beside her and con- 
fers with her, and goes out, while she 
continues to listen attentively. She 
has been here now for over a year 
in the honorary capacity, but to date 
her vocabulary on the floor of the 
Senate has been the smallest on record. 
It consists only of the three words; 
“aye,” “no,” and “here.” But she 
too, like Overton, is grateful, and her 
vote is the third in the little private 
bloc of three dominated by the-restless 
and spectacular stormy petrel of the 
South. 


| oes among the group of new 
Senators who are expected to “go 
along” with the leaders against the 
utilities is Bennett C. Clark, son of 
Champ Clark who was Speaker of 
the House and candidate for the 
Democratic presidential nomination 
the year Woodrow Wilson was nom- 
inated. He is a St. Louis lawyer, 
and during the speakership of his 
father was parliamentarian of the 
House. He distinguished himself in 
the war, came out of it as one of the 
youngest colonels in the service, and 
was one of the original group which 
founded the American Legion. He 
recently wrote a book on John Quincy 
Adams which received considerable 
critical acclaim. 

His viewpoints on all economic 
matters are generally in line with 
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“Ir is in the Senate that the gains of the crusaders against 
the utilities are most pronounced. Of the eighteen new 


members not a single one can be counted definitely as a 


steadfast supporter of the utility viewpoints. 


About six 


are militant crusaders on the subject. Half a dozen more 


a3) 


will ‘go along. 


those of the Northwestern progres- 


sives, although he has never figured 
in the utility controversy. 


$ oy whose views are not very 
well crystallized, but who are 
expected to lean toward the side of 
the crusaders against the utilities are 
Fred H. Brown who defeated George 
H. Moses in New Hampshire, Wil- 
liam H. Dieterich of Illinois, F. Ryan 
Duffy of Wisconsin, Louis Murphy 
of Iowa, and George McGill of Kan- 
sas, who after serving a short unex- 
pired term was elected for six years. 

1LL1AM Gibbs McAdoo of Cali- 

fornia is expected to support 
the administration. He was not com- 
mitted on the issue when he was in 
Wilson’s cabinet as Secretary of the 
Treasury, but he is very independent 
in his actions and may be erratic, sup- 
porting first one side and then the 
other. 

Augustine Lonergan of Connecticut 
is placed in much the same category ; 
so is Frederick Van Nuys of Indiana, 
who made some passes in the air 
against the utilities during his cam- 
paign but is not regarded as definitely 
aligned with either group. 

Little is known of the views of 
Patrick McCarran of Nevada, James 
P. Pope of Idaho, or Elbert D. Thom- 
as of Utah, although from a geo- 
graphical standpoint they are more 
likely to be opposed to the utilities 
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than for them. Most politicians in 
that part of the United States are. 


NASMUCH as these eighteen new- 
comers to the Congress give the 
opponents of the utilities a clear 
majority on all measures that are not 
too severely radical, the question nat- 
urally arises as to what the crusaders 
against the utilities are planning to 
do during the next session. 

First and foremost will come action 
to provide for government operation 
of Muscle Shoals, which has been kept 
idle since the war while the contro- 
versy raged. Inasmuch as President- 
elect Roosevelt has publicly taken the 
position that the power resources of 
Muscle Shoals in the Southeast, 
Boulder Dam in the Southwest, the 
Columbia river on the Northwest, and 
the St. Lawrence in the Northeast 
should all be developed and operated 
by the government as “yardsticks” 
with which to compare private service 
and private rates, every move to bring 
this about will find encouragement. 
Senator Norris plans to push a Muscle 
Shoals bill through promptly to Mr. 
Roosevelt’s desk for signature. Sena- 
tor-elect Bone is planning to open a 
fight for the development by the gov- 
ernment of the Columbia river power 
resources. Any moves that are made 
in respect to Boulder Dam or the St. 
Lawrence will be in the direction of 
government operation. 
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Some action toward the regulation 
of holding companies is contem- 
plated but just how drastic this will 
be cannot now be predicted and prob- 
ably will depend largely upon the 
views of Mr. Roosevelt as to the de- 
tails of the regulation. The House 
Committee on Interstate and Foreign 
Commerce has been conducting an 
investigation of utility holding com- 
panies and a preliminary report is due 
soon to be followed by a final report 
about March 4th. As soon as the 
present investigation is completed the 
committee is expected to ask authority 
to investigate holding companies of 
telephone, telegraph, and radio. 
Representative Sam Rayburn, of 
Texas, who was Speaker Garner’s 
preconvention campaign manager, is 
chairman of this committee. He is 
strictly an organization Democrat but 
conservative in his viewpoints. The 
legislation to be proposed on this sub- 
ject may depend considerably upon 
the report of this committee. Among 
the followers of Senator Norris two 
possibilities are under consideration. 
Federal power over holding compa- 
nies is limited to control of interstate 
commerce and to taxation. Under 
the first power legislation is being 
studied which would prohibit one 
company from holding a majority of 
the stock of another except on show- 
- ing public convenience and necessity 
to the Federal Power Commission or 
other appropriate government agency. 
The weapon which the power of taxa- 
tion gives is to tax all companies on 
their full incomes, regardless of 
whether a corporation tax had been 
paid on the same income by a sub- 
sidiary company. That would force 
holding companies of the first degree 


to pay double taxation on the incomes 
of their subsidiaries, and of the sec- 
ond degree to pay triple taxation on 
the incomes of the companies at the 
bottom and double on the incomes of 
the intermediate corporations, and 
would make holding companies a very 
expensive business. 


| Feeney requiring full public- 
ity on all stock and bond issues 
of utility companies, including pub- 
licity as to the use to which the money 
so raised is put will also be proposed 
and stands a fair chance for passage 
in some form. It is aimed chiefly at 
the practices of using corporate funds 
for political and propaganda purposes 
and for buying subsidiaries at high 
prices to build up rate structures. 

The Johnson bill prohibiting the 
Federal courts from issuing injunc- 
tions in rate cases under certain con- 
ditions will be pressed and is quite 
likely to be passed. 

Plans are also being made for 
legislation prohibiting power compa- 
nies operating in interstate commerce 
from “unfair competition” against 
local municipally owned plants. It 
is aimed at practices of some big com- 
panies in marketing power in competi- 
tion with publicly owned companies at 
less than cost. 


HE legislation here specified is 
only that which is most likely to 


receive serious consideration. All 
sorts of other proposals will undoubt- 
edly be made and some may get as far 
as the stage of debate. But those 
above mentioned are the chief ones 
now in sight, and perhaps the only 
ones which seem to require the serious 
contemplation of the utility industry. 
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What Technocracy Means 
to the Utilities 


ARTICLE I: Its Promising Aspects 


Proponents of the new school of economic and technological planning make 
extensive use of such terms as “power units,” “ergs,” “kilowatt dollars,” 
“energy determinants,” and other engineering words and phrases culled 
from the language of the electric and gas industries. If the prophecies 
drawn from the tenets of the technocrats are fulfilled, these industries will 
play major rdles in the economic drama. In this article—the first of a 
series of two—the author points out the expansion of the use of power 
as one of the factors that may have a far-reaching effect upon the electric 
and gas companies. 


By FRED C. KELLY 


F we accept the revelations of the 
I group of engineers known as 
technocracy, who have been mak- 

ing an industrial survey of America, 
use of electric power as well as all 
manner of service furnished by utility 
corporations is likely to see a period 
of hitherto undreamed of expansion. 
Man power has been even more ex- 
tensively replaced by electric power 
and machine power than we had real- 
ized. One of the reasons why millions 
are unemployed is that machinery op- 
erated by electric power is here to set 
us free. Unemployed men, hungry 
and discouraged, are standing in bread 
lines not because the machine age is 
a curse but because we have not yet 


adjusted ourselves to the fact that 
having power companies do most of 
our work for us is a blessing. In- 
deed, if power companies could do 
all of mankind’s work, then the mil- 
lennium would surely be here. The 
ideal situation would be to have 100 
per cent unemployment—complete 
freedom from all tasks done merely 
to earn a living and all of our time 
available to do those things we would 
do for the sheer joy of doing them. 


Ave. as the technocrats are 
pointing out, we have gone a 
long way toward the time when no- 
body needs to do much work. Be- 
cause of the work now done for us 
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by power-driven machinery, no one 
needs to work except between ages 
of twenty-five to forty-five, and even 
then only four hours a day four days 
a week, 

All the rest of our time may be 
devoted to uses and enjoyment of 
leisure—a condition which in turn 
will call for still more use of just such 
services as may be furnished by public 
utility enterprises, more electrically 
operated transportation, more home 
conveniences, more entertainment 
such as motion pictures, television, 
and radio, more electric lights to read 
by, more social contacts over wider 
area, and hence more telephoning. 

Nobody questions that our farms 
and factories, even with present man 
power, are capable of producing 
everything anybody needs. Yet with 
plenty of goods for one and all, it 
isn’t necessary for everybody to work 
all day long. Just now we seem to 
be in a bad muddle because the mil- 
lennium has come faster than we 
counted on. Instead of having mil- 
lions of men working eight or more 
hours a day, while a dozen millions 
more are idle, and even starving, in 
the midst of the greatest plenty the 
world has ever known, obviously it 
might be sensible to have all work less 
that the few may work more. If 
electric power and machines do our 


‘ work for us, it is no longer necessary 


for anybody to work more than four 
hours a day four days a week. Fancy 
having three whole days a week, be- 
sides most of the other days, to follow 
our hearts’ desires while power com- 
panies do our work! Why should 
anybody object to that? Evidently 
the engineers of technocracy do not 
exaggerate; we do not need to look 


any farther than our own homes to 
note the changes as compared with 
only a few years ago. 


HANKS to electric power, and 

public utility companies, we do 
not have to set forth in winter to cut 
large chunks of ice from a pond and 
drag these chunks to a storage house 
for use the following summer. We 
not only do not need to spend much 
time every winter storing ice, as many 
of our forefathers did, but we do not 
even need to bother telling somebody 
else who has done such work to bring 
ice to our kitchen doors. All we need 
to do is turn a simple device and ice 
is created for us in an electric or gas 
refrigerator. We don’t drag carpets 
out into the back yard and try to beat 
dust out of them, because the dust is 
extracted completely in a few mo- 
ments by an electric powered vacuum 
cleaner. A housewife does not need 
to drudge in the kitchen over messy 
dishes, for these are all taken care 
of in an electric dish-washer. Even 
farmers’ wives no longer have to go 
out to the pump after water, for elec- 
tric power lines are all through the 
country. In fact, it is not always 
necessary for a farmer’s wife to have 
an electric pump to obtain water, for 
water mains are now to be tapped on 
many main country highways. Elec- 
tric washing-machines, electric irons, 
electric kitchen utensils in great va- 
riety, all these have given the house- 
wife so much release from drudgery 
that her problem now is what to do 
with her leisure rather than to obtain 
rest from long hours of hard work. 


ut the release from labor in the 
home is scant compared with that 
in factories. The technocrats have 
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recently given us a glimpse at many 
startling facts. For example: Em- 
ployment in the United States reached 
its peak in 1918—though the peak 
of production did not come until 
about June, 1929—and since 1918 
employment has steadily grown less. 
Notwithstanding an occasional en- 
couraging word in newspapers about 
groups of men here and there return- 
ing to work, there has been scarcely 
a momentary pause in the gradual.de- 
crease of employment. 

If this decrease in employment that 
has grown since 1929 should continue 
at a similar rate, we might have, two 
years hence, not a mere twelve million 
men idle but perhaps from twenty to 
twenty-five million. 

Demands of competition since the 
depression started in 1929 have forced 
every manufacturer to reduce his 
expenses as much as possible and the 
most obvious way to do this has been 
to reduce his payroll, not only by de- 
creasing wages but by replacing man 
power by machine power. Hence the 
machine has increased in efficiency 
until we find such phenomena as great 
steel rolling mills where not a single 
human being is to be seen on the main 
floor when the plant is in full opera- 
tion. In New Jersey is a rayon plant 
that formerly employed hundreds of 
men where today one man runs prac- 
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tically the entire factory with nothing 
to do but press buttons and throw 
switches. Man power has been re- 
placed by utility company power! 


a of this great increase in 
use of labor-saving machinery 
since 1929, technocracy estimates that 
even if we could somehow attain once 
more the production we had during 
our last peak of prosperity—that is, 
if we could make and sell the same 
amount of goods we did in 1929—we 
might still have more than six million 
men unemployed! 

Here is something no politician dur- 
ing the recent presidential campaign 
talked about. They discussed only 
comparatively unimportant problems. 
It was almost as if one major party 
were pledged to encourage use of 
more matches in lighting cigarets, as 
a means of increasing employment, 
while the other major party shouted 
not for more matches but for more 
toothpicks. 


ERHAPS one reason why we have 

been disinclined to face facts is 
that a working day of only three or 
four hours would hardly seem decent. 
We are a puritanical people and be- 
lieve that by the sweat of his brow 
man should gain his daily bread. To 
be all washed up from his day’s work 


“OncE the public is thoroughly awakened to the advan- 
tages of leisure obtainable from labor-saving devices, and 
with buying power to satisfy such desires, surely all pre- 
vious estimates of the gradual growth of utility companies’ 
services will prove hopelessly inadequate. . The 
possibilities for increased use of goods offered by public 
utility corporations are almost infinite.” 
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at noon and not sweat any more the 
rest of the day—or at any rate not 
for the purpose of earning his living 
—somehow offends our sense of the 
proprieties. Surely this would not be 
respectable! 

Yet there appears to be no other 
solution. Maybe we might as well 
begin to contemplate the time when 
no wage earner will be occupied in 
earning the simple necessities of life 
for more than three or four hours a 
day. 

Those who have long been accus- 
tomed to leisure are inclined to be 
fearful of what leisure may do to the 
average worker. We hear the proph- 
ecy that leisure will be harmful. Yet 
among the so-called leisure classes I 
have not found one who feels that his 
own leisure has done him much harm 
or who would prefer to have less of it 
than he enjoys today. 

We often hear hope expressed that 
a new industry may spring up to pull 
us out of the mire, as the automobile 
and radio yanked us out of the last 
depression. But why worry about a 
new industry when the great majority 
of our people are not supplied with all 
the wants they already have? More 
homes throughout the country lack 
bath-rooms than have bath-rooms. Let 
one’s fancy picture the number and 
variety of electrical devices that would 
be added to every home if every work- 
er could afford them. 

The same forces that would bring 
a more equal distribution of leisure, 
would create also a more equal dis- 
tribution of buying power. More 


people than ever before will be able 
to buy all manner of goods of a sort 
that go with a more leisurely, more 
cultured mode of life. 
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Technocracy tells us that even with 
no more mechanical equipment than 
we already have, it would be possible, 
if our distribution were properly 
planned, for every family in the coun- 
try to have buying power equivalent 
to an income of $20,000 a year back 
in 1929. 

When we realize that our leisure 
comes from the machine and from use 
of water power, or electric power, 
what could be more natural than to 
say: “This is a grand scheme. Let’s 
have more of it!” Factories will in- 
stall more and more electric power 
machinery. 


NCE the public is thoroughly 
awakened to the advantages of 
leisure obtainable from labor-saving 
devices, and with buying power to 
satisfy such desires, surely all pre- 
vious estimates of the gradual growth 
of utility companies’ services will 
prove hopelessly inadequate. Why 
should not electric power lines be 
run gradually to nearly every home 
in the United States? Why should 
any home be without a telephone? 
What family would care to be without 
an electric refrigerator, electric iron, 
electric dish-washer, or electric wash- 
ing machine? The possibilities for in- 
creased use of goods offered by public 
utility corporations are almost infinite. 
Scientific men know of great me- 
chanical and power devices already 
available but not yet in use which 
would vastly increase unemployment. 
Competition is likely to force these 
into use sooner or later. Engineers 
in the field of thermal dynamics are 
even talking of taking power directly 
from the atmosphere. But it is not 
necessary to look ahead to get an idea 
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of of the importance of power com- during the past thirty-two years! 
ing panies as one of the great forces that 

to have brought about leisure—at pres- B uT before we can bring about such 
re- ent called unemployment. For one an industrial utopia as here pic- 
th comparison : tured, it would be necessary to make 
vill In ancient Egypt, at the time of the many adjustments in our economic 
hy building of the pyramids, with an es- scheme. We are so heavily burdened 
be timated population of 5,000,000, the with bonded debt that it is impossible 
ne total man power of the whole country to buy workers enough to let them 
ld did not exceed 150,000 horsepower enjoy the leisure that is now available. 
e? for an 8-hour day. Today one power Utility companies may have a special 
at station of the Brooklyn-Edison Com- set of serious difficulties to be faced. 
n, pany in Brooklyn, develops far more For a time, before they can gain 
. horsepower than was available in all the Land of Promise, utility com- 
7 Egypt. Within only the last one panies may be in an especially un- 
* hundred years, human energy, by use enviable situation. Just what their 
e. of the machine, has increased nine problems may be and what kind of 
7" million times—and all but a little more move may be expected to take place 
ly than one quarter of one million out of in utility stocks and bonds we shall 
h those nine million’ have developed present in a later article. 

t. In the following article Mr. Ketty will point out the possible effects of the 

se technocratic viewpoint upon the financial structures of the utility corpora- 

ms tions—in case the doctrines of the new school are carried into practice. 

e 

y The Economic Justification of the Holding Company 

yt Should its many proper and obvious benefits * abandoned because of the 

3 improper and unregulated excesses of a few? In the coming issue of this 

a magazine Dr. Arcu D. ScHuLTz gives his answer to this timely question. 
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Blunt Questions 


What the railroad men want to know 
about the plans, personnel, and policies 
of the Interstate Commerce Commission. 





tT is probable that no regulatory body has been subjected to more severe 

criticism than has the Interstate Commerce Commission. Its defenders 
reply that the hostile commentators are ill-informed. In an effort to obtain 
a fair review of the facts for the readers of the Pusiic Urivities Forr- 
NIGHTLY, Mr. Herbert Corey addressed the following request to several 
leading railroad men: 


“If you will formulate a series of questions which will illuminate the 
railroads’ side of the controversy I will endeavor to have them answered 
by some member of the Interstate Commerce Commission.” 


No railroad man was willing to attach his name to these queries. The 
president of one railroad frankly said that he feared the members of the 
commission might be offended. In the end the questions were framed for 
anonymous presentation by an executive of a railroad system. No member 
of the commission manifested the least resentment, and the questions were 
recognized as fair. They were not answered, however, until they were 
placed before Commissioner Joseph B. Eastman. 


In the next issue of this magazine, Commissioner Eastman’s replies will 
be given to the list of questions set out below: 





Question No. 1. Why wouldn’t it be better if the Interstate Commerce 
Commission were to be composed of five members appointed for life on a 
nonpolitical basis with salaries adequate to attract the proper sort of man? 


7 


Question No. 2. Why wouldn’t it be better, in that case, to limit the 
functions of the commission to those for which it was originally organized; 
to wit, as a court to settle disputes between shippers and the carriers in con- 
troversies respecting rates? 

& 


Question No. 3. Why has the commission been so slow to promulgate 
a final consolidation plan when it has been in such a hurry to enforce the 
Recapture? Isn’t it a fact that if consolidations were made effective there 
would be no need of recapture? 
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Question No. 4. Why is it that at the present time when the railroad 
revenues are so sadly depleted and the commission itself has criticized railroad 
expenditures, the commission is forcing the railroads to expend large sums 
of money to defend themselves in recapture cases, when as a matter of fact all 
of these cases will become moot as soon as the Recapture Law has been 
repealed? This question is based on the fact that the commission itself has 
recommended a retroactive repeal of the Recapture, pronouncing it unwork- 
able, and with knowledge that bills for that purpose are now pending in 


Congress. 
e 


Question No. 5. Why should the commission want or why should it have 
jurisdiction over holding companies which are solely investment companies ? 


e 


Question No. 6. Isn’t it a fact that irrespective of who owns the railroads 
or how they may be owned no securities may be issued, no railroads may be 
consolidated, nothing may be unified, and no semblance of actual consolidation 
may be accomplished without the express permission of the commission in each 


specific case ? 
7 


Question No. 7. What difference does it make then whether forty thou- 
sand individual stockholders in one railroad are the forty thousand individual 
stockholders in another railroad, or whether one man owns stock in more 
than one railroad, inasmuch as no one is able to do anything effectual without 
having the commission’s approval ? 

7 


Question No. 8. Why should not the commission exercise control over all 
forms of interstate transportation and administer justice to all of them on the 
same basis? 


Question No. 9. Why should the inland waterways be permitted as a 
government subsidized body of transportation to compete with the rail carriers? 





Will the Public Utilities Be Denied 
Access to the Federal Courts? 


oO” of the most important of the proposed laws now under con- 
sideration by Congress seeks to prevent public service corporations 
from carrying appeals from the orders of the state utility commissions 
to the Federal courts until the resources of the state courts have been 
exhausted. This bill, sponsored in the Senate by Hiram JoHNson, 
has been endorsed by the National Association of Railroad and Utilities 
Commissioners. In succeeding issues of this magazine the purpose and 
significance of this bill will be analyzed by its sponsor, SENATOR JOHN- 
son, who will set forth the point of view of our legislators, by CLypE 
L. Seavey, president of the railroad commission of California, who will 
tell why the bill is favored by the state commissioners, and by HERBERT 
Corey, who will interpret the measure from the viewpomt of the 
utility industry. 
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The Place of the Holding Com- 





pany in the Structure of Business 


Some popular misconceptions concerning its extent 
and its functions—particularly in fields other than 
the public utility. 


By AARON HARDY ULM 


af HE holding company has 
now become such an essen- 
tial part of the structure of 
large-scale business that its abolition 
would be serious, if not fatal, to the 
effectiveness of American industry,” 
say Bonbright and Means in their 
recently published book on “The 
Holding Company.” 

A small and not extensively used 
part of a structure might be essential 
to the whole. In this case, however, 
the essential quality is bound up with 
magnitude, extensiveness, and diver- 
sity. Because of those attributes of its 
present position in the structure of 
business, it would be impossible to 
‘ abolish the holding company as a de- 
vice. Moreover, that position is of 
such magnitude, extensiveness, and 
diversity that any legislation dealing 
basically with the holding company 
might have far-reaching effects in 
unforeseen directions, as did the com- 
paratively few lines of legislative en- 
actments which made possible the de- 
velopment of that position. 
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cue “formulation of such legisla- 
tion will require comprehensive 
and prolonged study,” says Dr. Wal- 
ter M. W. Splawn in the report “On 
Regulation of Stock Ownership in 
Railroads,” prepared under his direc- 
tion and put forth in 1931 by the 
United States House of Representa- 
tives’ Committee on Interstate and 
Foreign Commerce. 

Apparently, there is a widespread 
impression that the attributes of great 
magnitude and extensiveness attach 
almost alone to the position of the 
holding company in the sphere of 
public utilities. Such an impression 
is, of course, invalid, but it reflects 
the inadequacy of the prevailing con- 
cept of the position of the holding 
company in the entire structure of 
business. Data for a fully adequate 
and correct concept of that position 
have never been collected. 

The magnitude of the position of 
holding companies in the business 
structure as a whole can be only 
roughly estimated. Any estimate of 
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it must be predicated on what is meant 
by “holding company.” If the defini- 
tion embrace all of the intercorporate 
relationships growing out of the rath- 
er general—and comparatively recent 
—abandonment of the old common- 
law rule against corporations owning 
the stock of other corporations, it is 
not an extravagant guess that one- 
third or more of the aggregate volume 
of business activity of the country is 
within holding company purview of 
some sort. If the definition be re- 
stricted to holding company “control,” 
the guess would have to be modified ; 
but it probably could still safely com- 
prehend 20 to 25 per cent of large- 
scale business activity. It also could 
comprehend a large volume of gov- 
ernment activity. 


~— than one third of the lead- 
‘4 ing industrial combinations of 
the country are now held together by 
holding companies, more than half of 
which have been formed in the past 
ten to twelve years,” said Dr. Splawn 
in a hearing before the Interstate and 
Foreign Commerce Committee of the 
United States House of Representa- 
tives. But in the structures of many 
combinations not so “held together” 
holding company equations are of 
much importance. 

In the Bonbright and Means book 
there is a list of twenty-one of the 
largest “pure holding companies,” or 
companies which directly operate no 
part of their controlled properties, in 
the “industrial” sphere. The oldest 
one on the list—the Standard Oil 
Company of New Jersey—was organ- 
ized in 1882, but it did not become a 
“pure holding company” until 1927. 
Only three of those listed were formed 


PUBLIC UTILITIES FORTNIGHTLY 


157 





before 1910, and over one half, or 
thirteen, of them were formed in the 
last ten to twelve years. The twenty- 
one companies are accredited with 
gross assets, as of January 1, 1929, 
of a value totaling, in round numbers, 
$9,500,000,000. Seventy-six other 
“major industrial companies,” each 
with assets valued at $86,000,000 or 
more in 1929, are classified as fol- 
lows: 
Parent companies—primarily holding 5 
Parent companies—equally holding” and 
RE SRS eB 2A ES 
Parent companies—primarily operating .. 59 
Operating companies ...............+.-- 4 
Thus it seems that the holding com- 
pany equation is present in nearly all 
large-scale business organizations of 
the “industrial” type. There are hun- 
dreds, perhaps thousands, of smaller 
“industrials” that are in varying ex- 
tents holding companies, even though 
ones exerting no “control” thereby be 
omitted. 


l J NQUESTIONABLY, a greater aggre- 
gate volume of “industrial” as- 


sets than of either public utility or 
railroad assets are within “pure hold- 
ing company” control and the total 
of such assets under all kinds of hold- 
ing company control is several times 
greater. The holding company has 
gone forward as rapidly—and in some 
respects more rapidly—in the “indus- 
trial” sphere in recent times than it 
has gone forward in that of public 
utilities. A larger percentage of all 
assets in the “industrial” sphere has 
passed into the control of holding 
companies in the last ten to twelve 
years than, barring purely “pyramid- 
al” transactions, so passed in the utili- 
ties sphere. However, the percentage 
of assets thus controlled in the utilities 















sphere is much greater than that so 
controlled in the “industrial” sphere. 
This was even more the case ten to 
twelve years ago. 

The position of the holding com- 
pany was greatly expanded in practi- 
cally all sections of the “industrials’ ” 
sphere during the period in point. In 
some of those sections the position 
is now fully as strong as it is in that 
of utilities. Such is true of as un- 
related sections as those of iron and 
steel products and motion pictures. 
More than one half of the iron and 
steel section is occupied by an organ- 
ization under a single holding com- 
pany control. In the producing of 
motion pictures four or five giant 
holding companies dominate the field 
almost exclusively and the sway of 
these companies extends far into the 
sphere of motion picture theaters. 


a a few cases, like that of 
iron and steel, in which it became 
dominant early in the century, there is 
no important section of the “indus- 
trial” sphere in which the holding 
company has not advanced both rapid- 
ly and far in recent times. An out- 
standing phenomenon of recent years, 
for instance, is the widespread merg- 
ing of newspapers and the develop- 
ment of chains of publications under 
unified control. Virtually every news- 
paper chain is held together by one or 
‘ more holding companies. 
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Note, for example, the E. W. 
Scripps Company, one of the oldest 
in the newspaper chain field. Accord- 
ing to Poor’s “Industrials,” it controls 
twenty-five newspapers. “In addition 
to owning 51 per cent or more of the 
voting stock” of each of the corpora- 
tions publishing those newspapers, “in 
many cases it owns _ substantial 
amounts of nonvoting stock.” It has 
large minority holdings in several 
newspaper companies not fully con- 
trolled in that way by it. Even when 
envisaging nothing more than him- 
self, the holding company device was 
a key instrument in the development 
of this chain of newspapers by the 
late E. W. Scripps, the founding 
genius of the chain. It rendered 
workable his method of blending local 
management with removed control of 
major policies—in his hands. 


Le is little of that blending in 
the Hearst organization of chain 
newspapers. Most of the newspapers 
in that chain are in the control of 
Hearst’s Consolidated Publications, 
Inc., a “pure holding company,” 
which in turn owns the voting stock 
of Hearst’s Publications, Inc., another 
holding company, which in turn owns 
most of the newspaper and other com- 
panies in the chain. The common 
stock in Hearst’s Consolidated Publi- 
cations is “closely held,” says Moody’s 
“Industrials.” But the general pub- 


great magnitude attach almost alone to the position of the 


q “THERE is a widespread impression that the attributes of 


holding company in the sphere of public utilities. Such an 
impression reflects the inadequacy of the prevailing concept 
of the position of the holding company in the entire struc- 
ture of business.” 
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lic, including employees of the news- 
papers, hold over $20,000,000 of par 
$25 a share class “A” 7 per cent 
cumulative participating stock which 
in the “event of four consecutive 
quarterly defaults in the payment of 
the dividend” would have the right to 
elect a majority of the board of direc- 


‘tors. The issuance of $100,000,000 


of the stock is authorized by the cor- 
poration’s Delaware charter. Poor’s 
Manual gives $24 as the high and 
$183 as the low open market quota- 
tions of prices paid for the stock in 
1931. The stock is still being offered 
by the issuing corporation to the pub- 
lic at par. The revenues of the com- 
panies in this holding company organ- 
ization totaled $78,630,548 in 1930. 

Hearst’s Magazines, Inc., is an- 
other holding company, the ownership 
of the capital stock of which is ac- 
credited to William Randolph Hearst, 
who controls Hearst’s Consolidated 
Publications, together with several 
newspaper and other companies not 
subsidiary to the foregoing holding 
companies. Hearst’s Magazines owns 
all the capital stock of the Internation- 
al Magazine Company which publish- 
es five magazines. 


HERE are several other large-scale 

holding companies in the news- 
paper and magazine publishing field. 
The Gannett Company, for example, 
controls operating companies which 
publish fifteen newspapers. The 
United Business Publications controls 
fifteen subsidiary and associate cor- 
porations and thereby 32 periodical 
publications. There are many news- 
paper holding companies that are of 
local significance only. They were 
formed for the purpose of unifying 
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control of two or more—often all—. 
of the newspapers in a community or 
for insuring perpetuation of control 
of a single newspaper through partial 
stock ownership. In terms of circula- 
tion, it is probable that 25 per cent 
or more of all copies of daily news- 
papers now issue from presses under 
holding company auspices. And this 
is a development largely of the last ten. 
to twelve years. 


uT the advance of the holding 

company in the sphere of pub- 
lishing is in general only like that the 
device has made in virtually all cor- 
porate spheres. Here is a sample of 
it in the foods section of the chain 
store field. The Great Atlantic & 
Pacific Tea Company of America is 
controlled by the New York Great 
Atlantic and Pacific Tea Company, 
and in turn “controls through stock 
ownership companies operating chain 
groceries and meat markets in thirty- 
five states in the United States and 
two provinces of Canada. The sub- 
sidiaries operate thirty-five bakeries, 
six salmon canneries, nine manufac- 
turing plants, two cheese plants, and 
one printing plant.” Sales by this or- 
ganization amount to about $1,000,- 
000,000 a year. 

The chain store field is covered by 
veritable cobwebs of diverse corpora- 
tions that are held together by hold- 
ing company devices. Yet none of 
the reports so far published by the 
Federal Trade Commission of its 
elaborate investigation of chain store 
operations touch on the status of the 
holding company therein. 

REAT use of the holding company 
device has been made in recent 
years in tying together large depart- 
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Chain Newspapers Are Held Together by 
Holding Companies 


at * Locupeinaeny every newspaper chain is held together by one 


or more holding companies. 


Note, for example, the 


E. W. Scripps Company, one of the oldest in the newspaper 


chain field. 


. Most of the newspapers in the Hearst chain 


are in the control of Hearst’s Consolidated Publications, Inc., 

a pure holding company, which in turn owns the voting stock 

of Hearst’s Publications, Inc., another holding company, which 

in turn owns most of the newspaper and other companies in 
the chain.” 





ment stores. An example is that 
of the Federated Department Stores, 
Inc., “which owns either directly or 
indirectly a majority of the common 
stock in seven large retailing com- 
panies’ which operated stores doing 
an aggregate business of over $100,- 
000,000 during the last year for 
which there is a report. There are 
numerous others, and the relation- 
ships to stores thus controlled is not 
always proclaimed to the buying pub- 
lic. 

In the dairy products field the 
National Dairy Products Corporation 
is credited with fifty-three subsidi- 
aries; in nine of them its stock hold- 
ings were partial only and in one it 
had no stock holdings when informa- 
tion of that kind was last put forth 
by the financial manuals. Subordi- 
nate to the subsidiaries are sixty-nine 
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sub-subsidiaries, and in six of these 
only a part of, and in four no, voting 
stock control is reported. 

Take, for illustration, the Coca- 
Cola Company in the soft drink field. 
It has seven subsidiaries and is in 
turn controlled by the Coca-Cola In- 
ternational Corporation which was 
established “for the purpose of seeing 
that the control of the Coca-Cola 
Company remains vested in the hands 
in which it was at the time this cor- 
poration was formed” several years 
ago. 


N the banking sphere, the holding 

company envisages a legislative 
problem differentiated in greater meas- 
ure than in any other sphere from that 
of holding companies in general. In 
that sphere it is bound up with the 
superstructure of credit. Expansive 
























use of the holding company device in 
banking operations is a development 
largely of the last six or eight years. 
“While as late as 1926 only a few 
relatively insignificant holding compa- 
nies were in control of any com- 
mercial banks, by December 31, 1929, 
thirty-eight of these corporations con- 
trolled 541 banks with combined re- 
sources of eight billion dollars,” say 
Bonbright and Means. On the latter 
date three holding companies con- 
trolled banks with resources of ap- 
proximately one and a half billion 
dollars. 

Dr. Splawn states: 


“At the end of 1929, a total of 287 bank- 
ing chains or groups were in operation 
embracing 2,103 banks, with total loans and 
investments in excess of $11,000,000,000, 
or approximately one fifth of the total 
loans and investments of all banks in the 
country. These principal banking groups 
are of two types: first, those where a 
group is controlled by a principal bank. 
In groups of this type the total of loans 
and investments, with two or three notable 
exceptions, did not reach $40,000,000 in 
1929, . . The second type is where 
the group is controlled by a holding cor- 
poration. In this type the total of loans 
and investments of a typical group were 
in excess of 000,000 and in one case 
amounted to $1,500,000,000.” 


The holding company has gone far 
also into the sphere of insurance but 
more perhaps in forms partaking of 
the investment trust type of corpora- 
tion than in forms definitely envisag- 
ing directive control. 


N the railroad sphere the position 

of the holding company is as com- 
plex and various as it is extensive. 
This is the sphere in which the first 
great holding company, the Pennsyl- 
vania Company, was established by 
special legislative authorization in 
1870, and it is the only sphere in 
which the position of the holding 
company has been fully explored. 
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The results of the exploration are in 
the report on “Regulation of Stock 
Ownership in Railroads,” and are 
themselves too complex for brief sum- 
mation. The report indicates that 
one fifth or more of all assets in the 
railroad sphere are within the control 
of “pure holding companies.” Some 
of those companies and interlocked 
groups thereof are comparable, in size 
and significance, with the biggest of 
the holding companies in other fields. 
Noteworthy among these is the Van 
Sweringen group of thirty-two com- 
panies that are used in unifying vary- 
ing degrees of control of railroad 
companies operating over 28,000 
miles of road. Noteworthy also is 
the Pennroad Corporation and the 
Atlantic Coast Line Company, the 
first being in some respects an invest- 
ment trust and the latter mostly a 
family corporation. Aside from that 
which is in “pure holding company” 
control, a huge portion of railroad 
assets are controlled through the per- 
forming of holding company func- 
tions by operating companies, which 
use the device in controlling many ac- 
tivities outside the railroad sphere 
proper. For example, the railroads 
use the device extensively in the motor 
bus field. 

So intricate is the railroad holding 
company situation that it has been 
held desirable that inquiry be made 
beyond the immediate content of it 
before anything of substantive kind 
is done about it. The position of 
the holding company in other spheres, 
including that of electric power, is 
now being explored by the Committee 
on Interstate and Foreign Commerce 
of the United States House of Repre- 
sentatives. 












i ee exploration of the holding 
company in the utilities sphere 
that.is being made for the United 
States Senate by the Federal Trade 
Commission is more exhaustive; it is 
a major part of probably the most 
elaborate inquiry ever pursued by a 
Federal government body. It has not 
as yet yielded any definitive findings 
as to the position of the holding com- 
pany in the utilities sphere. A com- 
pleted inquiry by the Federal Power 
Commission yields a finding that in 
1930, 77 per cent of electric revenues 
were within the domains of large 
holding companies and groups. In 
a brief presented to a Senate Commit- 
tee in 1914 it was stated authorita- 
tively that 76 per cent of electric 
light and power operations were then 
' controlled by the holding company 
form of organizations. Practically 
all authoritative estimates of holding 
company control at different times 
during the last twenty years have 
ranged around the foregoing figures. 
Therefore, it would appear that hold- 
ing company control per se has ex- 
panded during that time only about 
as the industry itself has grown. But 
there has been greater expansion of 
what is known as “pyramiding,” with 
concentrating of control into a de- 
scending number of supreme holding 
company units. 


HE literature of the subject at 

that time indicates that twenty 
years ago holding company control 
was more extensive in the field of 
electric railways than in that of elec- 
tric light and power. Evidently, the 
position of the holding company in 
the electric traction section of the 
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utilities sphere has receded. This is 
owing no doubt to conditions which 
have caused the section itself to re- 
cede. In the relatively new sphere of 
the motor bus the holding company’s 
position is strong and growing. It 
has advanced in the realm of gas, and 
the holding company’s position in the 
telephone sphere—wherein it is most 
nearly supreme and least opposed— 
has moved steadily towards complete 
dominance of the field by a single 
organization. 


Hus does the holding company 

problem relate to no single part 
of the business structure of the coun- 
try, though aspects of it relate more 
to some than to others. It is doubtful 
that it can be dealt with importantly 
as to any part—except perhaps that 
of banking—by statute without care- 
ful consideration of the magnitude, 
extensiveness, and diversity, as well 
as the character, of its use in the busi- 
ness structure as a whole and in the 
principal parts thereof. Legislative 
bodies, both state and Federal, evince 
awareness of this. The awareness 
is evidenced by the fact that nearly 
everything those bodies have done in 
recent years, or are now doing, about 
the problem consists essentially of ex- 
plorations of the vast and complex 
position of the holding company as a 
corporate device in the structure of 
large-scale business. 

Thus do legislative bodies, particu- 
larly the Congress of the United 
States, approach the subject with an 
underlying cautiousness which is quite 
in contrast with the tenor of much 
that it said about it, even in those 
bodies. 
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“There never was in the world two opinions alike.” 


Rocer W. Basson 
Statistician. 


Fevtix FraNKFURTER 
Professor of Law, Harvard 
Law School. 


James C. DeLonc 
Financial writer. 


P. BA. 
Newspaper columnist. 


Orestes H. CaLpwELy 
President, New York Electrical 
Society. 


Wurm F. MANNING 
New York lawyer. 


Gen. Harvey H. Hannan 
Chairman, Railroad and Public 
Utilities Commission of 
Tennessee. 


Junius Kien 
Assistant Secretary of Commerce. 


—MOoNTAIGNE 


“Most talk about ‘technocracy’ and the ‘machine age’ 
is all bunk.” 


* 


“Public regulation must extricate itself from the pres- 
‘ent doctrines of judicial valuation.” 


* 


“Federal regulation of practically all phases of hold- 
ing company operations now appears definitely certain.” 


5 


“It is Sam Aaron’s notion that if this country adopts 
the electrical currency, our national anthem will be 
‘Ohm, Sweet Ohm!’” 


> 


“We are now on the trail of cold light on a com- 
mercial scale. Heretofore our lamps have wasted most 
of the electricity as heat.” 


* 


“If we must put Uncle Sam in business at all, I 
honestly believe that the liquor business should be the 
first that he should properly undertake.” 


a 


“Until there can be Federal regulation of interstate bus 
and truck operations as there are railroads, it is obvious 
there can be no uniformity of regulation applying to 
this particular class of transportation.” 


* 


“A good deal of the great improvement in business 
ethics and commercial practice springs from the hard- 
headed realization that dishonesty and injustice simply 
do not pay—that they are no longer so ‘feasible’ as 
they used to be—and the penalties for sly, evil practice 
are usually so swift. and severe that no business man 
can afford to take a chance on escaping detection.” 
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THE MORAL JUSTIFICATION OF 


“Birch Rod Regulation” 


Governor Roosevelt, who coined the phrase, advocated in one of his cam- 
paign speeches that ‘municipalities and states and even the Federal govern- 
ment should use government ownership and operation of public utilities as 
a birch rod to be kept in the cupboard as a general principle, but to use on 
occasion to compel private utilities to conduct themselves properly. 


By FRANCIS X. WELCH 


\ N 7 HEN the Supreme Court laid 
down the rule that reproduc- 

tion cost must be given some 
consideration in determining the val- 
ue of utility properties for rate mak- 
ing, it was applying a principle of 
morality which is older than the Ten 
Commandments themselves. It was 
the principle of the inviolability of 
property rights. Civilized nations al- 
ways recognized that a peaceful man 
had the right to property which he had 
properly acquired, and that it was un- 
just that he should be deprived of it 
unless he were compensated for the 
value of it as of the time it was taken 
away from him. A man might own 
many originally barren acres which 
the benefits of nature had subse- 
quently increased in value a hundred- 
fold. That increase of value was 
just as much his property as the orig- 
inal value. Conversely, if the value 
of his original property decreased, our 
forefathers thought that he could not 
complain if he were compensated only 
as much as it was worth when it was 


taken or destroyed. Commerce was 
necessarily based on this principle. 
Barter and exchange between men 
from time immemorial have been ac- 
cording to “present” values with little 
regard to original values. 


HERE is, of course, much to be 

said for prudent investment. 
One can hardly say that Justice 
Brandeis in his powerful special opin- 
ion in the Southwestern Bell Tele- 
phone Case presented an immoral 
point of view. He argues in effect 
that when one dedicates his property 
to public service, he forfeits his natu- 
ral right to the unearned increment in 
its value in return for the protection 
by the state of his monopoly. The 
theory is very plausible. If public in- 
terest is better subserved by a constant 
rate base for utilities, there may be 
sufficient moral reason for suspending 
the usual rule of allowing the proper- 
ty owner to absorb the rises and falls 
in the value of his property devoted 
to public service. Public morals prob- 
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ably would not have been greatly of- 
fended had the Southwestern Bell 
Telephone decision gone the other 
way. 

But the Supreme Court decided to 
allow utility owners to retain their 
ancient right to be compensated ac- 


_ cording to the present value of their 


property in return for the public use 
of it. Of course, the Supreme Court 
does not decide our morals, but it does 
interpret our Constitution; -conse- 
quently the right of a utility to earn 
a fair return on the present value of 
its property is a lawful right guaran- 
teed by our Constitution. Until that 
right is properly changed by subse- 
quent court decision, a valid statute, 
or a constitutional amendment, any 
organized conspiracy or deliberate at- 
tempt to destroy that right is an im- 
moral act even though it be accom- 
plished by means which are of them- 
selves not necessarily unlawful. 


| Be us take an example: Suppose 
that Paul holds a note signed by 
Peter for $100, payable with 8 per 
cent interest. Peter thinks that 8 per 
cent is too high—but it is lawful ac- 
cording to the state law. In vain does 
Peter point out that the neighboring 
state allows only 6 per cent. Paul in- 
sists on his 8 per cent. Peter gets 
mad; he determines to bring Paul to 
his own terms. He builds another 
store beside Paul’s store and, having 
resources, he ruins Paul’s business. 
He arranges to have Paul and Paul’s 
family snubbed and humiliated social- 
ly. He manipulates the market in 
such a manner as to destroy Paul’s 
fortune. Finally, in desperation, Paul 
is forced to give in to Peter and fore- 
go the extra 2 per cent in order to 


keep Peter from wiping him out en- 
tirely. 

These means employed by Peter 
were not unlawful. Some business 
men have been known to use such 
methods. But what moral theologian 
will say that Peter was morally justi- 
fied ? 

This leads us to the problem indi- 
cated in the title of this article—birch 
rod regulation. This type of govern- 
mental competition has long been ad- 
vocated by critics of utility regula- 
tion. President-elect Roosevelt, who 
coined the phrase, advocated in one 
of his campaign speeches that munici- 
palities and states and even the Fed- 
eral government should use govern- 
ment ownership and operation of 
public utilities as a birch rod to be 
kept in the cupboard as a general 
principle but to use on occasion to 
compel private utilities to conduct 
themselves properly. 


| owe rod regulation is not neces- 
sarily immoral. Under certain 
circumstances it can be morally justi- 
fied. Under other circumstances it 
might amount to a practice just as de- 
testable and as morally unjustified as 
Peter’s treatment of Paul. The ques- 
tion of morality rests in the applica- 
tion of the birch rod, not in the birch 
rod itself. 

First of all, let us concede that a 
municipality, for example, should 
have the power of going into a utility 
business with the approval of the ma- 
jority of its citizens. Very few will 
deny this. 

When, then, should this power be 
exercised ? 

Well, it may be that private capital 
refuses to enter the utility field. The 


165 











citizens need the utility service, and, 
being unable to secure it in any other 
way, finances its establishment 
through the municipality. This has 
happened in the past, particularly in 
western communities. Certainly that 
is a proper and just exercise of munic- 
ipal ownership. It was approved by 
Calvin Coolidge. 

Again, let us suppose that a private 
utility operating in the municipality 
persists in rendering inadequate serv- 
ice, or in charging excessive rates, or 
both. And let us suppose further 
that there is no state regulatory au- 
thority which can be invoked for the 
protection of the citizens. Certainly 
a municipality would be justified in 
entering the competitive field for the 
relief of its citizens under such cir- 
cumstances. If that is birch rod 
regulation, it would seem to be en- 
tirely justified. 


uT let us take a different situation. 
Suppose that the utility is charg- 

ing rates sufficient to yield a return 
based upon the present fair value of 
its property. Let us assume that this 
is shown by the fact that such rates 
have been fixed by the state commis- 
sion as yielding just such a return. 
Suppose, however, that the municipal- 
ity is still dissatisfied with the rate 
and insists that prudent investment or 
original cost be used as a rate base. 
An appeal is taken, but on the 
strength of Smyth v. Ames and simi- 
lar decisions the appeal is dismissed. 
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The utility’s rates, therefore, are law- 
ful rates. 

Suppose now that the municipality 
is still dissatisfied. Beaten in court, 
it seeks to accomplish its purpose by 
beating the utility into submission. A 
political campaign is undertaken to 
mobilize sentiment in favor of a mu- 
nicipal plant. The proposal is car- 
ried. The private utility, faced with 
ruin, gives in. It yields its constitu- 
tional rights. 

Has the application of the birch rod 
in this case been lawful? 

Obviously, yes. Is it morally justi- 
fied? Well—just how much differ- 
ence is there in principle from Peter’s 
treatment of Paul? 

The spurious doctrine that the end 
justified the means is poor enough 
morality; but to say that the means 
(being lawful) justifies the end is in- 
defensible according to old-fashioned 
ethics. That an end may be accom- 
plished without violation of civil law, 
therefore, cannot be an absolute test 
of its moral justification. Certain 
acts, such as murder and highway rob- 
bery, are contrary to both the civil 
and the moral law, but there are other 
acts such as ingratitude which offend 
the latter but are beyond the reach of 
the former. 


HERE is a second ground for 
questioning the morality of birch 
rod regulation as practiced in the last 
example given—that is on the ground 
of economic waste caused by an un- 


e 


“BIRCH ROD regulation is morally justified when existing 
private utilities are acting contrary to law and the public 
can be adequately served at lawfully reasonable rates in no 
other way than by governmental operation.” 
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necessary duplication of facilities. 
Surely no deliberate or wanton de- 
struction of the fruits or useful 
wealth of the earth can be morally 
justified. 

Some years ago a popular novel de- 
scribed what was supposed to be a 
true tale of the operations of a cer- 
tain speculator in the grain pit in Chi- 
cago. Having established a corner on 
wheat, this gambler caused thousands 
of bushels of the grain to be stored in 
certain warehouses which were delib- 
erately set afire in order to raise the 
price to be obtained for the remain- 
ing supply. At the time this wheat 
was destroyed, hundreds of destitute 
people in American cities and abroad 
were in dire need of food. Many 
starved to death. Who can say that 
the speculator’s act was justified, and 
yet the act was probably lawful since 
it was his own property that he de- 
stroyed. 

During the World War, a certain 
American poultry dealer was accused 
of deliberately spoiling a whole car- 
load of chickens by pouring kerosene 
on them so as to reap the reward of 
high prices caused by the shortage. 
He was called a profiteer, and held up 
to public scorn. An attempt was 
made to lynch him. Subsequently he 
was exonerated. But let us suppose 


_that he was really guilty of the of- 


fense; who could say he was justified 
although his act may have been law- 
ful? 


L* us take the case of a private 
electric company having a set of 
transmission lines running from a hy- 
dro plant to certain points of distribu- 
tion. It is rendering adequate serv- 
ice. It is charging reasonable rates 


PUBLIC UTILITIES FORTNIGHTLY 


167 


according to the law of the land. But 
a state, angry because the utility re- 
fuses to waive its constitutional rights 
and be content with a smaller return, 
resolves to force the utility out of 
business by building a duplicate set of 
lines. 

Here is economic waste. 

Only one set of lines is necessary. 
Either the private company or the 
state will win the fight, and the loser 
will have a useless set of lines. 
Backed by the public treasury, the 
state will probably be the victor. It 
causes an expensive and unnecessary 
structure, in the building of which 
some workmen will probably meet 
their death, to be brought forth on 
the face of the earth for the mere pur- 
pose of ruining the private company. 
The money, the materials, the labor 
put into that structure is an economic 
waste. Doubtless the state could con- 
demn the existing lines by paying a 
fair compensation, if state ownership 
were absolutely essential to public 
welfare. But is the building of the 
duplicate lines with the sole purpose 
of “getting even” not something akin 
to pouring kerosene on chickens? 


Bore objection is raised that the 
people really want rates based 
upon prudent investment. The an- 
swer to that objection is that there is 
a proper remedy available to change 
the law and properly set aside the 
force of the Supreme Court decisions 
on reproduction cost. If the people 
are sufficiently interested, they can 
elect to Congress representatives 
pledged to enact legislation requiring 
prudent investment to be used as a 
utility rate base criterion. Or, if such 
a law would be constitutionally inval- 
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tion. 


right Is AN IMMORAL ACT.” 


Efforts to Destroy the Constitutional 
Rights to a Fair Profit Are Immoral 


ce HE right of a utility to earn a fair re- 

turn on the present value of its property 
is a@ lawful right guaranteed by our Constitu- 
Until that right is properly changed by 
subsequent court decision, a valid statute, or 
a constitutional amendment, any organized 
conspiracy or deliberate attempt to destroy that 











id, they may amend the Constitution. 
Failing to pursue either of these rem- 
edies, the conclusion must remain that 
the majority of the people are satis- 
fied with the law as it is regardless of 
what the politicians in control of a 
particular municipality or particular 
state may say. Consequently any de- 
liberate act to evade the Constitution 
and ruin a utility’s business so as to 
force it to waive a profit which law- 
fully belongs to it, is little better than 
picking the utility’s pockets, and the 
theft is not dignified any more by the 
fact that it is accomplished in the 
name of the people. 


gr eae minded readers may 
object ; to what purpose is this talk 
about morality? After all it is law 
and economics which are practical 
matters to be considered. We do not 
usually enforce: morals these days or 
question the morality of governmental 
acts. The answer to that is that it is 
high time that we should question 
ourselves on these matters. Perhaps 


Professor Edward Westermarck? is 
right; perhaps set ideas of moral- 
ity are erroneous and “relatively” un- 
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important. Perhaps we will be just 
as well off after we have departed 
from our fixed ideas and adopted as 
a new slogan of economic morality: 
“Anything can be justified on grounds 
of economic expediency!” 

But if that is true, let us face the 
issue squarely and recognize it before 
making our final decisions. Let us 
not be carried away or forced into a 
political policy by unthinking econom- 
ists who consider only the gaining 
of a particular point of economical 
advantage—who may be blind to more 
important consequences of the depart- 
ure from our formerly firm moorings 
of governmental morality. 


HE birch rod theory of regulation 
is loaded with dangerous possi- 
bilities. Its application (in the fash- 


1 Professor Westermarck, in his latest book 
“Ethical Relativity’ (Harcourt Brace & Co., 
New York, 1932) contends that morals are 
a matter of the general average of individual 
tastes. He urges recognition of this position 
and believes that we will not be guided less 
properly by our “moral tastes” merely because 
we recognize that they are personal tastes. 
Our Constitution, however, was based upon 
the assumption that it would be just as wrong 
to confiscate property in 1932 or 1982 as it 
was in 1789 regardless of the “preferences” 
of any partciular generation. 
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ion above indicated as improper) is 
not at all restricted to public utility 
regulation. Its entrance in that field 
is merely the thin edge of the wedge 
which can lead, in the hands of a pow- 
erful government, to the enslavement 
of all business. Our tiny birch rod, 
for rare scolding of naughty utilities, 
can become a savage black snake whip 
to beat any business into line with the 
reigning political power. 

How can this come to pass? 

Let us suppose a newspaper editor 
is courageously exposing the misdeeds 
of a corrupt boss-ridden city govern- 
ment. The boss sues to restrain the 
publication. But the Bill of Rights 
in the Constitution guarantees free- 
dom of press so the courts will refuse 
to grant such an injunction. Libel 
suits will not avail to stop the fearless 
editor. How can the city officials si- 
lence the annoying publisher and do 
it lawfully? 

Here is a job for birch rod regula- 
tion. It is just as ready to circumvent 
the effect of the Bill of Rights as it is 
to circumvent the Fourteenth Amend- 
ment. The campaign of propaganda 
is begun. Public opinion is mobilized 
into supporting a municipally owned 
newspaper. The voters are told how 
they could then be sure of the “truth” 
about their fruitful public servants. 
The savings in the publication of gov- 
ernmental advertisement are pointed 
out. It would be a new, original idea 
—this city-owned newspaper—indeed, 
a “progressive” idea. Civic pride is 
appealed to, and the proposal is final- 
ly carried. Papers are sold for half 
the price charged by the private com- 
petitor. The public treasury is 
opened to secure expensive news and 
editorial features and to employ able 
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but obedient editors. The private 
competitor is finally forced out of 
business. 

The birch rod has done its work. 


Gre the municipal officials took 
exception to the political economy 
or philosophy taught at a small pri- 
vate college within its borders. A 
publicly subsidized municipal college 
with cheap tuition rates, an impressive 
faculty and a good football team 
would soon bring the offender to 
terms. And so on down the line— 
from the butcher and the baker to the 
candlestick maker—no private busi- 
ness would be safe from the possible 
sting (and fatal sting at that) of the 
birch rod regulation. 

Of course, the examples given of 
newspapers and colleges appear re- 
mote at this writing, but let the mu- 
nicipalities or state politicians once 
bring the utilities under their heel and 
they will soon be looking for new con- 
quests. 


oo gist of this article is simply 
this: Birch rod regulation is 
morally justified when existing pri- 
vate utilities are acting contrary to 
law and the public can be adequately 
served at lawfully reasonable rates in 
no other way than by governmental 
operation. It should be said for Presi- 
dent-elect Roosevelt that he has, so 
far, never indicated that he meant any- 
thing more than this by the expres- 
sion which he used. But birch rod 
regulation which seeks to compel the 
waiver of a constitutional right and 
to cause an economic waste resulting 
from the unnecessary duplication of 
facilities is not justified by the code 
of morals which we have heretofore 
practiced. 
























What Others Think 








The Promise—and the Threat—of Technocracy 
to the Electric and Gas Utilities 


ARLOR economists are gravely pre- 

dicting the end of the “price” sys- 
tem. If you do not know what the 
“price” system is, you do not know your 
technocracy. And if you are in the 
utility business, or if you are concerned 
in any way about the utility business, 
you are passing up a very hectic contro- 
versy over industrial relations that has 
a vital bearing, for better or worse, 
upon the fortunes of the electrical in- 
or and upon the gas industry as 
well. 


“2 oars as most every reader 
of the daily papers probably knows 
by this time, is the group of engineers 
and economists now busily engaged at 
Columbia University in New York city, 
in studying the problem of technological 
unemployment—the men made idle by 
the machine. Of course, all types of 
industries are concerned with this prob- 
lem because practically all industries 
have to some extent displaced man pow- 
er with mechanical improvements and 
because all industries suffer, so we are 
told, by the loss of purchasing power 
resulting from technological unemploy- 
ment generally. But the electrical in- 
dustry has a special interest in the 
problem. First of all, it has probably 
been through electricity more than 
through any other medium that the 
clever machines which have displaced 
man power have been made possible. 
Electric power is, so to speak, the hand- 
maiden of the machine. Also, the elec- 
tric industry has probably experienced 
its share of technological unemployment. 
Interconnection, hydro development, 
centralization of plants, and other tech- 
nical improvements within the last dec- 
ade have probably cut down the ratio 
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of employees to the amount of power 
produced. Finally, the electric industry, 
as the result of the current controversy, 
may find itself placed in the position 
now occupied by the gold mining in- 
dustry, since the technocrats are advo- 
cating a monetary economy based on 
energy units, rather than upon gold. 
In this respect, the gas industry also 
has an interest, because the British 
Thermal Unit has also been suggested 
as the future monetary criterion. 

It is clear, therefore, that gas and 
electric utilities must determine for 
themselves just what there is to this 
technocracy business. If the problem 
is really as pressing and as important 
as the technocrats claim, it is these 
utilities that will have to look sharp. 
Regulation of a far more detailed type 
than has ever been heretofore heard of 
may be what technocracy has in‘ store 
for the utilities. If, however, technoc- 
racy turns out to be a group of misled 
zealots, it means much to these utilities 
to know about that too. 


HE New York Herald Tribune 

confesses that it was impressed for 
a while by the impressive phraseology 
of arch-technocrat Howard Scott, but 
after sending one of its “young men” 
to poke around in the files, it has now 
joined the increasing army of skeptics 
who fail to believe that technocracy is 
sponsored by that great goddess—the 
Straight Dope. It editorializes as fol- 
lows: 

“Unfortunately, though the promise was 
magnificent, the performance so far turns 
out to be a trifle disappointing. Mr. Allen 
Raymond is now giving elsewhere in this 
paper the results of an intensive study of 
technocracy. He has returned with a mass 
of theoretical speculation, but with the 


























facts, which were the cause of all the in- 
terest, still very elusive. The chief techno- 
crat turns out to be a gentleman of an 
impressive genius but a very unimpres- 
sive past. Some careful and competent 
men have been associated with him, but 
the real bearing of their work is still ob- 
scure. It seems that the graphs exist. A 
good many people, however, have arisen to 
point to specific inaccuracies and distortions 
in the material which appears to be their 
basis. 

“More than that, it now is learned that 
technocracy started with the theories and 
later amassed the facts to prove them, rath- 
er than the other way around—a circum- 
stance which considerably modifies one’s 
enthusiasm for the scientific nature of the 
work. This is not necessarily conclusive. 
Science frequently begins with a hypothe- 
sis and ends with proof. In this case, how- 
ever, we are all familiar with the general 
hypothesis of a breakdown of the capitalist 
economy under the impact of modern tech- 
nology; it is dinned at us almost daily 
from every side. What we want is factual 
proof, if any. Technocracy has not yet 
produced, or not yet published, any proof 
at all. Consequently, until it does it sinks 
back into the minor importance of a curi- 
osity—another symptom of the curious 
times through which we are passing.” 


The allegation about “the gentleman 
with a past” is aimed at Mr. Scott, 
whose personal record, as analyzed by 
the weekly magazine Time (December 
26, 1932), seems more interesting than 
impressive. 


M* Allen Raymond, commissioned 
by the Herald Tribune to bag 
this elusive ghost, certainly fulfilled his 
assignment in an able manner. His 
series of three articles, beginning in the 
Herald Tribune of December 15, 1932, 
are hereby recommended as about as 
clear and brief an analysis of the sub- 
ject which a layman could attempt to 
master. Mr. Raymond summarizes tech- 
nocracy’s conclusions as twofold: 


“1. That the capitalist system, as we now 
know it, including ‘the price system,’ 
(which will take a little explanation) is 
doomed inevitably, because of the impact 
upon it of modern machine methods of pro- 
duction, powered with more energy from 
steam and electricity than was dreamed of 
a century ago. 

“2. That the dawn of a new age ap- 
proaches, in which the United States is 
very likely to be an ‘energy state’ bounded 
on the north by the Aurora Borealis, and 
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on the south by the Panama Canal. With- 
in this ‘energy state’ nobody is going to 
have to work very much any more, and 
everybody is going to have a buying pow- 
er, measured in 1929 dollars, of about 
$20,000 a year.” 


After digging around, Mr. Raymond 
unearthed a parcel of evidence that 
technocracy is a combination of the 
works of Thorstein Veblen, G. H. 
Douglas, Fred Henderson, all reputable 
economists with somewhat “pink” tend- 
encies, plus a great deal of I. W. W. 
propaganda, plus much unchecked basic 
data, plus the unusual personality of 
Mr. Scott, whom Raymond seems to 
regard as a modern combination of 
Marco Polo and Baron Munchausen. 
He concludes : 


“So what remains of Scott’s technocracy 
that is credible? Technocracy as a body 
of economic theory in the minds of re- 
sponsible persons, such as Professor Wal- 
ter Rautenstrauch, of Columbia Univer- 
sity; Mr. Ackerman, the architect, and Mr. 
Jones, the engineer, may be one thing. 
Technocracy as delivered in pseudo-scien- 
tific lingo by a crackpot revolutionist with 
a touch of genius would be quite another. 

“Technocracy, therefore, is something 
still incompletely known, entertaining, part 
plausible and perhaps important, so tangled 
up with ‘Wobbly’ propaganda that the data 
on which its conclusions are based need 
careful checking up.” 


HREWD Mr. Paul Harrison, on re- 

ceiving a similar assignment from 
the Scripps-Howard press, and after 
looking over the property, decided to 
keep his own tongue in his cheek and 
write a screed bristling with such pass- 
the-buck phrases as “Technocracy be- 
lieves that” and “they forecast that.” 
Even so, he turned in a tall story. Here 
is a sample passage from The Washing- 
ton Daily News (Scripps-Howard) : 

“A job for everybody between the ages 
of twenty-five and forty-five—and after 
that you go fishing on an income paid by 
the state. . .. 

“A 16-hour working week—four hours a 
day for four days—and the rest of the time 
for leisure. . . . 

“A standard of living 10 times higher 
than our present ave le corre- 
sponding to a $10,000 income under our 
present system. . . . 

“The abolition of debt, and the impossi- 
bility of assuming new d 












“More goods and a higher quality of 
goods—and the elimination of waste of our 
natural resources. . 

“Those are just a few of the roseate vis- 
sions of the new scientific philosophy called 
technocracy.” 


Add to the technocratic skeptics two 
names which have probably never been 
bracketed before, except perhaps in the 
index pages of Pustic UTILITIES Fort- 
NIGHTLY: Roger W. Babson, statistician 
and George Soule, American long- 
range planner. Speaking to his own 
alumni association, Mr. Babson said: 


“Technocracy talk is all nonsense. All 
modern machinery which exists today, to- 
gether with the labor of all abnormally em- 
ployed men, is needed at this moment in 
order to produce, per capita, what this 
country was producing twenty years ago. 
We will get out of this depression only 
by working more, rather than less. Hence 
I say that blaming the present business de- 
pression onto machinery is a lie; while to 
offer restricted production as a cure for 
unemployment is a crime against the 
American standard of living.” 


M® Soule is more kindly but yet 
quite critical about the revolu- 
tionary nature of technocracy. Writing 
in The New Republic, Mr. Soule pa- 
tiently goes over the various major 
points in technocracy’s program and 
concludes that Mr. Scott has invented 
a new label for some very old ideas. 
Mr. Soule believes that the nation-wide 
controversy stirred up by the group of 
economic researchers at Columbia Uni- 
versity under the baton of Mr. Scott 
may, indeed, result in some positive 
benefit by getting American people to 
think about their politico-economic 
problems in a critical manner. 


EXT on the witness stand comes 
Dr. Karl Taylor Compton, presi- 
dent of the Massachusetts Institute of 
Technology, and declares that technoc- 
racy’s tissue is “full of inaccuracies and 
fallacies.” Dr. Compton believes that 


employment stabilization and unemploy- 
ment insurance, coupled with govern- 
mental regulatory control of production 
and consumption, will bring about an 
“industrial equilibrium.” 


Dr. Compton 
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extols the benefits of the machine and 
concludes : 


“The spreading of labor through the 
adoption of shorter working hours, a ten- 
dency which will certainly continue and 
which carries with it increasing Tespon- 
sibility of society to see that this increas- 
ing amount of free time is beneficially em- 
ployed.” 


wo financial periodicals, The Busi- 

ness Week and The Financial 
World, join in dispelling the gloom 
spread by Mr. Scott’s group. The 
former concedes that technocracy may 
serve a useful purpose, but that its 
“aims” and conclusions must be taken 
with salt. It states editorially: 


“The statistical studies being carried on 
by the Columbia group are undoubtedly 
important to business men and worth con- 
tinuing, provided the results are interpreted 
by responsible people and freely published 
in official form for analysis and discussion 
by others. So far, however, the studies 
have merely served to assemble a mass of 
interesting but scattered statistical infor- 
mation on the comparative productivity of 
industry and labor at various periods of 
the world’s economic development, and in 
various countries, and to raise a number 
of important questions about our present 
economic organization which have often 
been asked before but to which neither 
technocrats nor anybody else has yet given 
satisfactory answer. 

“The statistical studies go under the im- 
posing name of an ‘Energy Survey of 
North America,’ but they are simply a se- 
ries of comparisons of production, employ- 
ment, installed horsepower in specific in- 
dustries based on census data, similar to 
those which the Bureau of Labor Statistics 
and other organizations have published 
from time to time, extended to a large num- 
ber of commodities, other countries and 
early periods.” 


ILLIAM J. Healy, writing in The 

Financial World feels that tech- 
nocracy is a fad and a false fad at that. 
Couéism, nudism, single tax, and other 
epidemics that swept into the conversa- 
tion of parlor “thinkers” in bygone 
years as “definitely important” perhaps 
did some measure of good by stimulat- 
ing thought, but technocracy is not mere 
thought, it is false thought, according 
to Mr. Healy who predicts for it a 
swift demise. He says: 
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“To retrace our steps because of a few 
years of dislocated industry, maldistribu- 
tion of purchasing power and the provoc- 
ative mutterings of a few self-designated 
guardians of our future, would be ridicu- 
lous. In our race for better living, our ill- 
timed sprint in the closing years of the past 
decade took the wind out of us. We are 
steadily regaining our composure and 
strength and when we resume the race of 
progress it will be with renewed vigor. We 
may glance over our shoulder behind us 
occasionally without breaking stride but 
when we do so it will be to see techno- 
cracy groveling in the dust and removed 
as a contender until another depression 
gives it the courage to rise to its feet again 
for only a fleeting recognition from other- 
wise reserved and conservative business 
builders.” 


“eo the purposes of the record,” 
as the lawyers say, it might be 
well to add that technocracy has dis- 
avowed any espousal of Communism 
or, for that matter, any other definite 
form of political control. Dr. Walter 
Rautenstrauch of Columbia University 
engineering department, stated to the 
press on December 20th that “most of 
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the technocrats are wholly opposed to 
the tenets of Communism or Social- 


ism.” 
—W.R.N. 
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Are Ratepayers Paying 


O NE of the reforms demanded of the 
electrical industry by Morris 
Llewellyn Cooke is scientific cost ac- 
counting. Naturally he expects’a great 
deal of it. If what he says about cost 
accounting is correct, better days may 
be in store for the domestic consumer, 
the commercial consumer, and the mu- 
nicipal consumer of electric current. 

Mr. Cooke has made a painstaking 
study of electric rates and, therefore, 
what he has to say on that subject, as 
it is bound up with cost accounting, is 
of interest. But readers of his views 
must observe some care or they may be 
led to think that Mr. Cooke is saying 
something he does not say and does not 
intend to say. 

In am article entitled “Paying Too 
Much for Electricity” in The New Re- 
public, Mr. Cooke asserts that if scien- 
tific cost accounting were practiced by 
the electrical utilities, it would show 
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Too Much for Power? 


that domestic consumers, commercial 
consumers, and municipalities are all 
overcharged on an enormous scale. 
The estimated amount of this over- 
charge runs into large figures. It is 
possible that it is articles like these 
which are responsible for the extrava- 
gant statements of some of our politi- 
cal leaders as to extortionate profits of 
the electrical industry, yet a careful 
reading of Mr. Cooke’s article discloses 
that he doesn’t himself say that profits 
are more than they should be. All he 
claims is that domestic consumers, 
commercial consumers, and municipali- 
ties are overcharged. The careless 
reader might conclude that if Mr. 
Cooke is right, the companies must be 
making too much money. But this 
does not necessarily follow nor does 
Mr. Cooke say so. 

Mr. Cooke asserts, with considerable 
emphasis, that no one knows much 











about the actual cost of distributing 
electric current owing to indifference to 
cost accounting. This indifference on 
the part of the industry, he declares, 
has been studied and deliberate. A lay 
reader might also get the impression 
from this, if it is true, that the indus- 
try is trying to conceal unconscionable 
profits. This, however, does not fol- 
low and Mr. Cooke himself does not 
say so. What he says is this: 


“The upshot is that while the house- 
holder and commercial manager are told 
that their higher rates are primarily due 
to the high cost of distribution, there are 
absolutely no scientific data upon which 
such costs are based.” 


This, of course, would not prove that 
the companies are making extravagant 
profits. 


(= must also be taken not to mis- 
interpret Mr. Cooke’s meaning 
when he says, as he does in his article, 
that the entire electrical industry does 
not know what it costs to distribute 
electric current to houses, stores, and 
streets. What he says is: 

“Its executives can tell you to the frac- 
tion of a mill what it costs to generate 
electricity, or what it costs to transmit 
current over high-tension lines for 10 
miles, or 350 miles. But they do not know 
what it costs per kilowatt hour to distri- 
bute energy from the local switchboard or 
the step-down station at the end of a 
transmission line to houses, stores, and 
streets—a distance usually not more than 
5 miles. They have not investigated or 
discovered this important fact about their 
business in all the fifty years of its ex- 
istence.” 


Mr. Cooke probably means by this, 
not that the companies do not know 
with reasonable accuracy what the total 
cost of distribution is but only what the 
expense of serving certain classes of 
customers is. 

If the total cost of doing business is 
known and were to be charged to gen- 
eration, transmission, and distribution, 
the distribution expense could easily be 
ascertained if the cost of generation and 
transmission were known. 

Mamma gives Mary 25 cents to spend 
for peanuts, gum, and candy. Mary 
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When she returns Mam- 
ma asks Mary how much she spent for 


spends it all. 


candy. Mary does not remember but 
she is sure she spent 5 cents for pea- 
nuts and 5 cents for gum. If so, 
Mamma does not have to be a certified 
accountant to figure out what the cost 
of the candy was. 

If the total cost of electric service is 
known to the company (which, of 
course, it is) and all costs, except the 
cost of distribution, have been accu- 
rately ascertained, the total cost of dis- 
tribution must likewise be known. It 
would be only the portion of distribu- 
tion expense properly chargeable to dif- 
ferent classes of service, such as do- 
mestic, commercial, or municipal that 
would not be known. That must be 
what Mr. Cooke is driving at when he 
says the industry has been indifferent 
to cost accounting. What he is trying 
to remedy is discrimination which he 
says exists. He is especially interested 
in domestic rates. 

Mr. Cooke says he is forced to re- 
sort to methods of estimating distribu- 
tion costs because there are absolutely 
no scientific data upon which such costs 
are based. Without confusing the 
reader with too many figures, let us 
quote the following paragraph from 
Mr. Cooke’s article: 

“There is support for the statement 
that the whole cost of distribution is ap- 
proximately $7.50 per year per domestic 
consumer for 500 kilowatt hours of serv- 
ice, or 14 cents per kilowatt hour. If, 
then, the cost of current ready for deliv- 
ery is 1} cents per kilowatt hour and the 
distribution cost is 14 cents, a fair average 
price to the domestic consumer would be 
3 cents per kilowatt hour with a fair profit 
left to the industry. But reports show 
that in 1931 the national average collected 
by the industry was 5.82 cents. Subtract- 
ing, we arrive at a suggested excess charge 
of 2.82 cents. Apply this to the nearly 
twelve billion kilowatt hours used in do- 
mestic service for that year and we arrive 
at an estimated unjustifiable charge of 
$330,000,000 for distribution expense. 
Even allowing 2 cents for distribution, the 
overcharge will still total $275,000,000.” 


N the same way Mr. Cooke finds that 
the overcharge for commercial serv- 


ice is between $150,000,000 and $200,- 
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000,000 annually. He also estimates, 
“in the absence of definite cost data 
scientifically determining to the con- 
trary,” that the overcharge for munici- 
pal service runs from $400,000,000 to 
$500,000,000. He deems these figures 
to be well within the facts for the great 
majority of urban situations. 

These estimates add up to a yearly 
asserted overcharge in the neighborhood 
of $1,000,000,000! 

This figure is suspiciously large. It 
may make the reader wonder whether 
Mr. Cooke has not been carried away 
by his theory and whether there may 
not be some flaws in his reasoning. But 
that is not the point; if Mr. Cooke is 
right, this is, indeed, a very large and 
sweet melon for some one. 

But who gets it? 

The unobservant reader will assume 
offhand that it must be the electrical 
industry. But Mr. Cooke does not say 
so. If he did, the detailed records of 
hundreds of investigations of electrical 
companies by the state commissions in 
all parts of the country during the last 
seventeen years would refute him. 
Manifestly, if an electrical company is 
earning only a reasonable return, it 
cannot be overcharging all of its cus- 
tomers. It may overcharge some but 
if it does, it must undercharge others, 
or the return on its entire business 
would be unreasonably high. . 

Mr. Cooke declares that scientific cost 
accounting would show that a whale of 
an overcharge is being made, but the 
important point for the readers to re- 
member is that he does not say who 
gets it. He says: 

“The cost of distribution is a matter of 
concern to three classes of electric service: 
(1) domestic, including rural; (2) com- 
mercial light and power, retail; and (3) 
municipal, largely street lighting.” 


The industrial power group of cus- 
tomers is not mentioned in this list. 
There may be other classes of custom- 
ers also not mentioned which are served 
by some of the companies. 


N™: it is possible that an electrical 
company, which is earning only 
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a fair return on its investment, may, 
nevertheless, be overcharging its do- 
mestic, commercial, and municipal cus- 
tomers; bu. it could do this only by 
undercharging its industrial power cus- 
tomers. It would be a certain group 
of customers which was receiving the 
benefit of the overcharge rather than 
the company. It would be a matter of 
discrimination between different classes 
of customers, not a question of exorbi- 
tant company profits. 

This is a distinction very imperfectly 
understood by the public, but it is im- 
portant. 

Unfair discrimination is more of a 
question of conflicting rights of com- 
pany customers than of conflicting 
rights of the company and its customers 
as a whole. Because this is often mis- 
understood it is not always easy to put 
nondiscriminatory rates into effect. 
Popular prejudice is often aroused. 
Politics is sometimes involved. The 
theory of rates to all at cost is well 
enough if its application results in low- 
ering rates to large numbers of custom- 
ers, but it meets with stiff opposition 
when it calls for higher charges not- 
withstanding the cost finding may be 
as scientific as a seismograph. 

A good illustration of that is the at- 
tempt of gas companies to impose a 
service charge to cover expenses cus- 
tomers cause the companies whether 
they use any gas or not. No one can 
deny that customers impose some addi- 
tional expense on the companies as soon 
as they are connected with the mains— 
whether they use any gas or not—al- 
though there might be a difference of 
opinion as to the amount of this ex- 
pense. Some expense, however, would 
surely be shown by a cost accounting. 
Yet the public has generally been 
against the imposition of any charge 
whatsoever for these customer costs. 
Commissions have sometimes refused 
to authorize the charge, not because it 
is unfair, but because the customers do 
not understand what it is all about. 
This charge has also been forbidden by 
statute either because the legislature 












did not understand it or because the law- 
makers thought it would be unpopular. 
Cost accounting is of little help in sit- 
uations like that. 


HEN there might be a difference of 

opinion as to the public policy of 
establishing rates strictly based on cost 
to all classes of customers. If scientific 
cost accounting on the lines suggested 
by Mr. Cooke showed that domestic 
consumers were being overcharged and 
industrial consumers undercharged, a 
question of public policy might arise as 
to whether or not this should be contin- 
ued, if the discrimination were not too 
pronounced. 

Some might favor encouraging indus- 
try by low charges for power as an aid 
to employment on the theory that it is 
better for a domestic consumer to have a 
job enabling him to pay his bills than it 
would be for him to have a low electric 
rate and no job. Others might say it 
is better to encourage domestic use of 
electricity rather than the industrial 
use; that low domestic rates for elec- 
tricity are more important than jobs. 
This would be a matter of policy about 
which honest men might disagree. 

So there is something more to rate 
making than the mere ascertainment 
with the accuracy of a slide rule of the 
cost of the service to each class of cus- 
tomers. After that cost is known, it 
may not be possible to fix rates in con- 
formity with it because of popular prej- 
udice or difference of opinion as to 
what the public policy should be. 


Tl’ is the practice of the state commis- 
sions not only to base the whole body 
of the rates upon cost of the service, 
including a fair return to capital, but to 
prevent unjust discrimination between 
different classes of customers. Not 
every discrimination which would be 
shown by a finely divided system of cost 
accounting would be regarded as un- 
lawful, however. It would be permit- 
ted if deemed fair and in and for the 
benefit of the public. But if Mr. Cooke 
is able to create a public interest in the 
question of discriminatory charges and 
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can make the public understand that it 
is favoritism of one class of customers 
at the expense of other customers and 
not a question of company profits on 
its whole business, he will be perform- 
ing a substantial service. 

One surprising result of Mr. Cooke’s 
main assertion, however, is that it de- 
stroys the force of one of the most pop- 
ular arguments in favor of government 
ownership and operation of electrical 
plants. Mr. Cooke seems to have over- 
looked this for he himself makes use 
of this argument. After making his 
estimates of overcharges, he says: 


“Substantial support is given these esti- 
mates by the unexplained differences be- 
tween the general level of rates charged 
by private and by the public plants. In 
Ontario, Canada, for instance, in the year 
1930-31, the householders in 289 cities, 
towns, and hamlets paid just a little over 
14 cents per kilowatt hour. In Seattle, 
where the public plant is in competition 
with a private plant, the average domestic 
cost is 2.8 cents and in Tacoma 1.72 cents 

r kilowatt hour. In Winnipeg and Fort 

illiam it was 8 mills; in Ottawa 9 mills. 
Thus our national average cost per kilo- 
watt hour is more than three times that of 
Ontario and well over double that in sev- 
eral American cities having public plants. 
This difference in rates, though not an ac- 
curate measure of the difference in costs, 
is far too one to be accounted for by 
taxes and profits paid by private compa- 
nies, charges which public plants customa- 
rily do not have to meet. 


What Mr. Cooke apparently over- 
looks in making that argument is that 
he has taken great pains to assert that 
nobody knows what the cost of distri- 
bution of electricity is. To use his own 
words: 

“There are absolutely no scientific 
data upon which costs can be based.” 

Mr. Cooke argues that because the 
rates of certain governmentally oper- 
ated utilities are lower than the aver- 
age national rate of American privately 
owned utilities, substantial proof is fur- 
nished that his estimates of overcharges 
are accurate. Even disregarding the 
average rate fallacy, Mr. Cooke’s logic 
will scarcely bear inspection. 

It would, of course, be just as logi- 
cal to argue that domestic rates of gov- 
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ernment utilities show that the service 
is furnished at less than cost because 
the rates are lower than the average rate 
of private utilities in the United States, 
as it is to argue that the private utilities 
are overcharging their customers be- 
cause their rates are higher than the 
rates of utilities operated by the govern- 
ment. 


F there are no scientific data to show 
what the actual cost of distributing 
electricity is, neither municipal nor pri- 
vately owned utilities possess it. The 
government utilities seem to have been 
as lax about this cost accounting as 
Mr. Cooke says the private utilities 
have been. If no one knows what the 
real cost of the service is, nobody knows 
whether it is furnished at cost, or above 
or below cost. 
It is just as possible for government 
utilities to discriminate against indus- 
trial power users in favor of domestic 
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customers, as it would be for private 
utilities to discriminate against domes- 
tic consumers in favor of industrial 
consumers. How is anyone to know 
whether the government utilities are do- 
ing this or not if no one knows what 
the cost of the service is? 

And how is it possible to show that 
the rates of private utilities are unfair 
by comparison with the rates of govern- 
ment utilities, when by reason of ab- 
sence of proper cost accounting we do 
not know whether the rates of the gov- 
ernment utilities themselves are fair? 

The major premise of the compari- 
son of rate argument is weak at best; 
state commissions have often pointed 
this out. But the premise is absolutely 
destroyed if what Mr. Cooke says about 
lack of knowledge of the cost of dis- 
tribution is so. 

—Henry C. Spurr 


Payrnc Too Mucu ror Etecrriciry. The 
New Republic. December 21, 1932. 





Are Electric Rates Coming Down 
because of Interconnection? 


HILE there may be some differ- 

ence of opinion as to whether 
rates for electric service have. come 
down since the war as much as they 
should, there is no doubt but that they 
have come down. 

Why have they come down? 

This is the interesting question at- 
tempted to be answered in a survey of 
the opinions of various state commis- 
sioners, published in the New York 
Times. 


ROBABLY no single factor is responsi- 

ble for the decline in electric rates. 
On the other hand, a combination of rea- 
sons suggest themselves, including in- 
terconnection, technical improvements, 
increased consumption, and operative 
consolidation. The commissioners do 
not concur in all of these reasons. 

The survey was confined to the north- 
eastern part of the United States, be- 
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cause within this area lies an intercon- 
nected power system with 12,777,000 
horsepower of generating capacity, in- 
cluding about one fourth each of the 
total steam and hydrogenerating plant 
in the United States. 


HAIRMAN Milo R. Maltbie, of the 

New York Public Service Com- 
mission, the first commissioner inter- 
rogated, felt that general technical ad- 
vances in the light and power industry 
are mainly responsible for the declining 
charges. He stated: 


“It is undoubtedly true that the construc- 
tion of certain transmission lines has 
cheapened the cost of power in certain lo- 
calities, but so far as I have been able to 
find there is no study in the files of the 
commission which shows the extent to 
which costs have been reduced by this 
method. To what extent long-distance 
transmission of power has been a factor in 
rate changes is a very difficult question. 












“Tt is known that costs have declined, 
but I know of no way of definitely proving 
to what extent any one factor has been in- 
fluential in persuading the companies to 
lower rates voluntarily or accept rate re- 
ductions proposed by the commission.” 


Chairman Maltbie is skeptical as to 
the advisability of grouping local op- 
erating units into large systems. He 
feels that this arrangement often em- 
barrasses the utility commissions in 
their efforts to obtain accurate informa- 
tion necessary for the regulation of the 
individual operating units. 


N the other hand, Chairman Rich- 

ard T. Higgins, of the Connecticut 
Public Utilities Commission, holds that 
the consolidation of local management 
into large systems has been the main 
reason for the downward trend in rates, 
which have decreased in the state of 
Connecticut about 20 per cent since 
1918 for domestic service. Mr. Higgins 
said: 


“The saving cannot be ascribed specifical- 
ly to interconnection, though interconnec- 
tion has made possible the utilization of 
larger and more economical steam-generat- 
ing stations in conjunction with hydro- 
generating stations. I do not think that 
long-distance transmission of power has 
been a major factor in rate changes in 
Connecticut, but interconnection of power 
companies in Connecticut has been extend- 
ed to such a degree that only a few gener- 
ating stations remain unconnected with the 
transmission network. 

“Tt is nearer the truth, however, to say 
that the reduction in the cost of electricity 
to the residential customer has come about 
through consolidated management, the de- 
velopment and use of home electrical ap- 
pliances, and the change in rates to encour- 
age a larger use of electricity in the home 
for other than lighting purposes. The in- 
creased consumption at offpeak periods has 
resulted in a lower average rate for all the 
electricity used. In cases where residen- 
tial customers have increased their con- 
sumption to about 200 kilowatt hours 
monthly the average rate which they now 
pay for electricity is only about one-half 
cole price that they would have paid in 


HAIRMAN Henry C. Attwill, of 
the Massachusetts Department of 
Public Utilities, concedes the value and 
benefits of electrical interconnection, 
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but believes that its usefulness is limit- 
ed. He stated: 


“As to the value of long-distance trans- 
mission power, I do not think I ought to 
express an opinion. I have a notion, how- 
ever, that, in so far as Massachusetts is 
concerned, the value of long-distance trans- 
mission power is limited to such power be- 
ing used on the peaks of the load. Each 
problem must be considered separately, as, 
after all, the problem is whether it is cheap- 
er and better to build a long transmission 
line or to add additional generating power 
in the steam plants to take care of the peaks 
of the load. This, obviously, reduces it- 
self to a question of cost, having in mind 
always the fixed charges involved.” 


Chairman Stephen S. Cushing, of the 
Vermont Public Service Commission, 
believes that the principal benefit de- 
rived from interconnection has been in 
the form of better and more dependable 
service, rather than in the form of rate 
reductions. He said: 


“To some extent this has resulted in 
cheaper power, but rates in this state have 
been lowered more through commission 
rulings and financial strengthening of weak 
companies through consolidation than by 
interconnection.” 


N Maine a statute forbids the expor- 

tation of hydroelectric power. Not- 
withstanding this restriction there has 
been a considerable increase in genera- 
tion and distribution of energy in Maine 
since 1919, and there is a preponder- 
ance of hydroelectric generation. Chair- 
man Albert J. Stearns, of the Maine 
Public Utilities Commission, finds that 
the use made of these hydro plants is 
the principal determinant of lower rates. 
He stated: 


“The greater the utilization in serving 
the public, the more the tendency is toward 
the lowering of rates. 

“It may, therefore, be said that the 
downward trend of rates has been due to 
(a) increased available energy; (b) recog- 
nition that lower rates make possible a 
greater use of the various appliances and 
the substitution of electric energy in com- 
petition with other agencies, and (c) the 
fact that during 1919 to 1931 consolidations 
reduced the number of operating utilities 
from 90 to 57.” 


HAIRMAN Harold E. West, of the 
Maryland Public Service Com- 
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mission, believes that a combination of 
factors has been responsible for the 
lowering of power rates since 1919. 
He said: 


“Among others might be cited the de- 
velopment and use of larger and more effi- 
cient generating units; the tying together 
by transmission lines and the interconnec- 
tion of different systems; the reduction in 
the cost of coal and other fuels; the in- 
creased use of electrical current by domes- 
tic customers for lighting and also, and 
more especially, for cooking, refrigeration, 
laundry work, and other household pur- 
poses, made possible by the invention of 
new current-using appliances and.the im- 
provement of others. 

“In addition, of course, it is felt that the 
successive reductions in rates, whether vol- 
untarily made by the utilities or by com- 
mission order, have themselves tended to 
create a greater use of electrical energy and 
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thus, in turn, helped to make possible still 
further reductions in rates. Without 
doubt, there are other considerations as 
well which have had more or less effect, 
in the case of individual companies, in 
helping to effect lower rates.” 


Chairman Mayland H. Morse, of the 
New Hampshire Public Service Com- 
mission, declined to state whether or 
not long-distance transmission power 
has been a major factor in rate reduc- 
tions, but he furnished data showing 
important savings to the public in New 
Hampshire, accomplished through rate 
reductions. 

—M. M. 


Power Lines Unite. A survey of commis- 
sion opinion. New York Times. Novem- 
ber 20, 1932. 


f 





The Broadening Interpretation of the Term 
“Public Utility” 


HERE is very little in Professor O. 
Fred Boucke’s book, “Laissez 
Faire and After,” to create disturbance 
in the minds of our public utility men, 
either the regulators or the regulated. 
In fact, the words “public utilities” are 
scarcely used in the book at all; in the 
only place, I think, where they occur 
specifically they are used to develop the 
author’s thesis that the public utilities 
of the future must embrace far larger 
fields, including manufacture, mining, 
and agriculture; and that the legal as 
well as the economic conception of pub- 
lic utilities must be extended to cover 
these great areas, even, if necessary, by 
constitutional amendment. He visual- 
izes regulation—in the form of “plan- 
ning”—in all these fields as necessarily 
Federal in its scope and administration, 
but he does not advocate government 
ownership, nor the abolition of the 
profit motive, nor anything like the 
Russian experiment, which, he takes 
pains to insist, is utterly foreign and re- 
pugnant to the genius of the American 
people. 
Professor Boucke makes but little 
criticism of present-day public utilities, 
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either of their management or of their 
regulation. This does not necessarily 
mean that he thinks their details perfect, 
but that his eyes are fixed on wider 
horizons, and that he considers the 
general plan sound and would apply it 
much more widely. 

In general, his discussion of these 
topics is of a musing, philosophical, and 
interrogative sort, raising questions and 
suggesting the most tentative kind of 
answers thereto, in a sort of “I wonder 
if this would work?” vein. The most 
concrete suggestions that are made are 
these: 

That in pursuit of a greater social 
welfare continuity of average income 
rather than large increase of ave 
income must be the goal; that to this 
end various forms of social insurance 
must be far more widely accepted and 
adopted ; that a general revision of taxa- 
tign systems in the direction of what 
may be called a “single tax on income” 
is necessary; and that Federal regula- 
tion of certain investment fields, e. g. 
stock exchanges, must be provided. 

His own general thesis, “stated in a 
nutshell” as he himself says, is this: 











“Unless the prevailing inequality of 
wealth and income is mitigated somehow, 
or a new public policy evolved to guide 
controlling interests in their use of prop- 
erty rights, with an eye to salutary long- 
time results, no lasting cure will have been 
effected. If an even-tenored widespread 
prosperity among all classes of the popula- 
tion is a consummation devoutly to be 
wished—and so the best judges vote unani- 
mously—economic legalism must be revised 
to conform to actualities which the founders 
of Non-Interference did not face.” 
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There is nothing revolutionary here, 
but there is much in the book that will 
be suggestive and helpful to those who 
have the time and inclination to sit down 
quietly and think about the future of 
“The Great Society.” 

—James P. RIcHarRDson, 
Dartmouth College 
Laissez Fare AND Arter. By O. Fred 
Boucke. New York: Thomas Y. Crowell 
Company. 1932. 342 pages. $3.00. 





Recent Utterances of Congress about the Utilities 


In the Senate 


GOVERNMENT OWNERSHIP OF 
THE RAILROADS 


G mam Coolidge (D.) of Massachusetts 
obtained unanimous consent to have 
printed in the Record of December 8, 1932, 
an article written by Federal Judge George 
W. Anderson (former member of the Inter- 
state Commerce Commission) advocating 
government ownership of the railroads. The 
article entitled “Salvaging Our Railroads” 
appeared in the December number of the 
Atlantic Monthly. 
a 


THE ST. LAWRENCE WATERWAY 
IS OPPOSED 


S ENATOR Walsh (D.) of Massachusetts ob- 
tained a leave to have published in the 
Record of December 14, 1932, a letter re- 
ceived from the Foreign Commerce Club of 
Boston, Mass., stating in detail its opposition 
to the ratification of the proposed treaty be- 
tween the United States and Canada for 
the construction of the St. Lawrence deep 
waterway. The letter was referred to the 
Committee on Foreign Relations. 


¥ 
ELECTRICAL DISTRIBUTION COSTS 


ENATOR Black (D.) of Alabama obtained 

leave to have reprinted in the Record 
of December 17, 1932, an article appearing 
in The New Republic of December 21, 1932, 
by Mr. Morris Llewellyn Cooke, entitled 
“Paying Too Much for Electricity.” The 
article contended that, because of alleged 
excessive distribution costs, domestic con- 
sumers in the United States were being 
“overcharged” between $400,000,000 and 


000,000 a year. 


THE ANNUAL CONVENTION OF 
STATE COMMISSIONERS 


\S ppene ger Hull (D.) of Tennessee asked 
and obtained leave to have republished in 
the Record of December 19, 1932, a radio 
address by General Harvey H. Hannah, for- 
mer president of the National Association of 
Railroad and Utilities Commissioners, dis- 
cussing the happenings at the recent con- 
vention of that organization at Hot Springs, 
Arkansas. 


¥ 


INVESTIGATION OF AIR-MAIL 
HOLDING COMPANIES 


Cua Nye (R.) of North Dakota intro- 
duced on December 23, 1932, a resolution 
calling upon the Federal Trade Commission 
to furnish information to the Senate with 
regard to the relation between various avia- 
tion companies and holding corporations, with 
particular regard to air-mail lines. Upon 
objection of Senator Moses (R.) of New 
Hampshire, the resolution was laid over 
under the usual rule. 


* 
In the House 


AID FOR THE RAILROADS 


7 aes Sam Rayburn (D.) of 
Texas obtained leave to extend his re- 
marks in the Record of December 15, 1932, 
to include a radio address made by himself 
last October as Chairman of the Commit- 
tee on Interstate and Foreign Commerce. 
Mr. Rayburn specifically advocated stricter 
regulation of competitive transportation, 
stimulation of foreign and domestic markets 
for agricultural products, and the repeal of 
the Recapture Clause of the Transportation 
Act (§ 15a). 
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The March of Events 





New Congress to Increase 
Utility Regulation 


rT and regulation are the two prob- 
lems on which the public utilities will 
focus their attention in 1933, according to a 
news dispatch in the New York Sun of Jan- 
uary 3rd. Either of them by itself holds po- 
tentialities serious enough to call for coop- 
erative action of the strongest kind. The 
least damaged of any industry from the 
standpoint of earnings, according to this news 
item, the utilities realize that they are a shin- 
ing target for the tax collector on the one 
hand, and the hard-pressed consumer on the 
other. 

It is reported that in the next session of 
Congress an attempt will be made to change 
the 3 per cent tax on electrical consumption 
from a consumer tax to a direct impost on 
the gross incomes of power companies. It 
is also reported that Federal regulation of 
electric power entering into interstate com- 
merce is generally recognized as something 
that is almost certain to come during the 
forthcoming Democratic administration. 

The House of Representatives Committee 
on Interstate and Foreign Commerce at an 
executive session on January 5th deferred to 
the next session of Congress any action on 
proposed legislation with respect to regula- 
tion of railroad holding companies and de- 
ferred indefinitely any action with respect to 
motor bus regulation unless the Senate mean- 
time takes action on the latter measure. 

The Committee, however, decided to hold 
hearings as soon as possible on a bill (H. R. 
7432) to authorize the Interstate Commerce 
Commission to delegate its powers to groups 
of the commission’s membership and it or- 
dered a favorable report to the House on a 
bill (S. 4165) to relieve land-grant railroads 
of certain requirements placed upon them in 
return for the grants. 


* 


New Electrical Association 
Formed 


A= release carried in daily papers on 
January 13, 1933, announces a develop- 
ment of particular concern to the entire elec- 
tric utility industry. The announcement her- 
alded the formation of the new Edison Elec- 
tric Institute. The objects of the institute, 
according to its “constitution” (which was 
also made public) shall be: (1) the ad- 
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vancement of the art of production, trans- 
mission, and distribution of electrical energy 
in the public service and of research inciden- 
tal thereto; (2) the ascertainment and mak- 
ing available of factual information, statis- 
tics, and other data relating to the electric in- 
dustry; (3) the aiding of company members 
to render the most satisfactory service to the 
public at the lowest possible rates. Member- 
ship in the new institute is confined to: op- 
erating companies producing, transmitting, or 
distributing electrical energy to the public; 
holding companies controlling such operating 
companies; individual members connected 
with or employed by company members; and 
honorary members. The constitution pro- 
vides for the appointment by the president 
of the institute of a “Membership Commit- 
tee” subject to the approval of the board of 
trustees. This committee is given power to 
investigate the business practices of company 
members and to discipline or expel or sus- 
pend them for violation of proper business 
ethics. The institute is said to be a sincere 
movement in the electric light and power 
business to profit by the mistakes of boom 
years and to correct obvious evils that arose 
in the industry. The board of directors will 
be composed of the following: B. C. Cobb, 
Floyd L. Carlisle, George B. Cortelyou, James 
Simpson, A. F. Hockenbeamer, Edwin Gruhl, 
W. C. Baylies, Harry J. Bauer, William 
Chamberlain, Frank D. Comerford, Alex 
Dow, Samuel Ferguson, Philip G. Gossler, 
C. E. Goresbeck, George H. Howard, Thomas 
N. McCarter, George O. Muhlfeld, John J. 
O’Brien, H. Hobart Porter, George N. Tidd, 
Herbert A. Wagner, John E. Zimmermann. 
The officers will be: president, George B. 
Cortelyou; vice president, William J. Hagen- 
ah; executive secretary, Bernard F. Wead- 
cock; treasurer, Edward Reynolds, Jr. 


* 


Copeland Would Make Housing 
a Public Utility 


Gu interest was expressed through- 
out regulatory circles in a bill intro- 
duced on January 10th in the Senate by Sena- 
tor Royal S. Copeland (D.), of New York, 
entitled the “District of Columbia Housing 
Law.” This law, if enacted, would enable 
limited dividend corporations to provide 
housing in the District of Columbia at rental 
levels to meet the needs of lower salaried 
government and other wage and salary earn- 
ers, through the creation of a housing board 











for the District. The bill follows the general 
lines of proposals submitted to the Senate 
District of Columbia Committee investigat- 
ing rents and real estate by the Washington 
Chapter of the American Institute of Archi- 
tects. 

A housing board, consisting of five mem- 
bers, would be created. The functions of this 
board would be: (1) to abolish insanitary 
dwellings; (2) to encourage investment of 
funds at low interest rates; (3) to facilitate 
purchase of land at fair prices; (4) to en- 
courage modernization of obsolete properties 
and construction of new buildings. 

The board would codperate with the Na- 
tional Capital Park and Planning Commis- 
sion and with the Zoning Commission. It 
would survey the building situation in the 
city, draw plans for rebuilding slum areas 
and other sections not yet at the slum level, 
and facilitate all projects necessary to reach 
these ends. 

Actual modernization and new construction 
would be undertaken by limited dividend cor- 
porations to be created under the housing 
board and subject to it in all their opera- 
tions just as public utilities are subject to 
the control of the District of Columbia Pub- 
lic Utilities Commission. A 7 per cent divi- 
dend is set as the maximum return upon in- 
vestment for such corporations, which would 
be endowed with powers of eminent domain 
under the housing board. Rentals would be 
fixed by the board, which would order rent 
cuts whenever corporations operating under 
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it showed profits in excess of the amount 
necessary for dividend payments and other 
essential charges. 

e 


Private Operation Urged for 
Australian Transportation 


Ae to a report from Trade Com- 
missioner J. E. Peebles, of Sydney, Au- 
stralia, published in the United States Daily 
of January 8, 1933, a recent report of the 
Transport Advisory Committee of New South 
Wales proposes a private public utility com- 
pany to operate the transportation systems of 
Sydney and Newcastle, in Australia. Alter- 
native to this method, the Committee pro- 
posed that the government should run the 
systems or that a public utility transport 
corporation with two government members 
on the board of five directors be established. 
The Committee did not recommend govern- 
ment purchase of the existing systems, how- 
ever. 

For Sydney, it was recommended that a 
public utility company take over the exist- 
ing services, with a 25-year franchise; that 
street cars be bought from the government 
at fair present-day valuation; that a number 
of street car lines be discontinued and re- 
placed by bus services. A further proposal 
is that fares charged by such a utility com- 
pany should be under the control of a co- 
Ordinating committee. 


@ 
Arkansas 


Little Rock Gas Ordinance 
Postponed 


HE Little Rock city council’s hearings on 

a proposed ordinance to reduce gas rates 
in that city were continued by agreement un- 
til March 15th, to permit the Little Rock 
Gas and Fuel Company to complete an ap- 
praisal of its properties. Mr. J. C. Hamil- 
ton of Shreveport, La., head of the Rate and 
Valuation Department of the Arkansas Nat- 
ural Gas Corporation, of which the Little 


Rock Company is a subsidiary, testified be- 
fore the council that the gross earnings of 
the Little Rock Gas and Fuel Company for 
the year ended October 30, 1932, were $1,341,- 
250.68, and total operating expenses for the 
same period $1,457,511.01, or a loss of $116,- 
260.13. Several of the aldermen, following 
the council’s decision to continue the hearing, 
expressed the fear that when the appraisal 
has been completed, the gas company will 
petition the Federal court for an increase in 
rates, contending that this is necessary to 
permit the concern to earn a legitimate profit. 


e 
Colorado 


Commission Asks for Increased 
Power 


c= control over the operation of hold- 
ing companies for public utility concerns 
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and the close supervision of security issues 
are recommended in the annual report sub- 
mitted on Christmas eve to Governor Adams 
by the public utilities commission of Colo- 
rado. It asked that the legislature provide 
funds so that the commission could make a 
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issues is “incomparably greater” than it was 
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thorough investigation of rates charged in 
Colorado. The report stated that the need 
for the exercise of jurisdiction over security 


in 1913, when the original public utility act 
was enacted, as the whole system of holding 
company control “has grown up and blos- 
somed since that time.” 


7 


Conneéticut 


Senator Proposes to Cut 
Power Rates 


A= to abolish the fixed charge for elec- 
‘ tricity will be one of the first pieces of 
legislation to be introduced by Senator Jo- 


seph A. Hackett, he said in a statement pub- 
lished in the Waterbury Republican on Jan- 
uary 3rd. This bill will also provide for an 
investigation of the present lighting rates to 
ascertain if it is not possible to reduce them 
or readjust them more in the interest of the 
consumers. 


y 
District of Columbia 


Gas Merger Given Favorable 
Status in House 


—- People’s Counsel Richmond B. 
Keech served notice that he intended to 
press for an amendment to the gas company 
merger bill when it reached the Senate, 
which would exclude so-called “going con- 
cern” value from any valuation for rate- 
making purposes, no objection was raised to 
the proposed legislation at a committee hear- 
ing before the House Subcommittee on Pub- 
lic Utilities in the House Office Building Jan- 
uary 5th. Indications were that the subcom- 
mittee, of which Representative Loring M. 
Black, Jr. (D.), of New York, is chairman, 
would submit a favorable report to the House 
District Committee on the measure to con- 
solidate the Washington and Georgetown Gas 
Light companies. 

Keech, who seeks inclusion of the “going 
concern” clause in the legislation as a means 
of bringing about a lower cost for the com- 
modity to the consumer, told the subcom- 
mittee that Senator Robert B. Howell (R.), 
of Nebraska, plans to introduce that amend- 
ment in the Senate. General Mason M. Pat- 
rick, chairman of the District of Columbia 
Public Utilities Commission, told the subcom- 
mittee that the merger would bring about a 
saving of between $30,000 and $50,000 an- 
nually and would give the company an op- 
portunity to change their capital structure. 
He said that the merger would be in the in- 
terest of the consumers in the final analysis, 


and that it would have a bearing on the re- 
duction of gas rates in the city of Washing- 
ton. The legislation would permit the Wash- 
ington company to issue stock with which to 
finance any further extension of its plans. 
At present, neither company may issue ad- 
ditional stock without express permission of 
Congress. 


> 


Electric Rate Reduction Com- 
promise Offered 


A* offer to compromise its litigation with 
the public utilities commission over elec- 
tric rates so as to permit establishment of 
a reduced rate for 1933 was made on Janu- 
ary 10th by the Potomac Electric Power 
Company. The company, through William 
F. Ham, president, would fix the new rate 
reduction about half way between the re- 
duction which would have been made under 
the consent decree of 1924, and the larger 
reduction which would be made under the 
commission’s new sliding scale. The proposal 

also calls for the commission joining in a 
petition to the supreme court for the District 
of Columbia to write the present temporary 
set-up into the old consent decree and con- 
tinuing it thus modified in force perma- 
nently. 

The present temporary set-up was reached 
by an agreement in February, 1932. At that 
time the company consented to a reduction 
of $860,000 in rates. 


e 
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Illinois 


Cities Organize for Gas 
Rate Fight 


M«= Myron M. Lehman of Elgin was 
elected treasurer of the Association of 
Illinois Municipalities on December 23rd, at 
a meeting of the association executive com- 
mittee held in Aurora. The association is 
engaged in an effort to bring about a reduc- 
tion in gas rates of the Western United Gas 
and Electric Company, the final phase of the 
hearing on which was held in Chicago before 
the state commerce commission on January 
3rd, according to a dispatch in the Elgin 
Courier-News. As treasurer it became the 
mayor’s duty to collect the various amounts 
assessed against member municipalities, the 
fund to be used to defray the expenses of 
legal and technical experts. 


¥ 


Governor Favors “Home Rule” 
Regulation 


Steve that he hopes to reorganize the 
Illinois Commerce Commission and its 
machinery, Governor Henry Horner, told the 
legislature in his inaugural message that the 
number of members of the commission should 
be reduced from seven to four, “in the in- 
terests of economy as well as to increase the 
responsibility of each member.” He stated 
that street railways should be entirely under 
the control of municipalities granting their 
franchises and that all other public utilities 
should be subject to reasonable regulation by 
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the communities they serve, consistent with 
the proper protection of the interest of all 
other municipalities which are in com- 
mon with them. Governor Horner stated 
that it should be the aim of the legislature to 
“vest as much home rule as is possible upon 
cities in those matters that do not affect the 
state as a whole.” 

To meet the necessities of a fuller dis- 
charge of its important functions, the gov- 
ernor urged that the commerce commission 
should be vested with broad powers by the 
legislature to exercise a control over all in- 
tercompany financing as well as holding com- 
panies; to ascertain and regulate the pay- 
ment of dividends where such payment would 
constitute an impairment of capital and to 
provide publicity in those matters which the 
commission might deem proper. 


* 


Delay Denied in Gas 
Franchise Hearing 


HE Evanston city council, December 27, 

1932, declined to delay action on a pro- 
posed electric ordinance which, if passed, will 
give a 30-year operating grant to the Public 
Service Company of Illinois. Alderman Ed- 
ward L. Kappelman asked that the council 
go on record as concurring in the petition 
signed by numerous Evanston firms asking a 
30-day postponement in the passage of the 
ordinance. The measure lost by a vote of 
10 to 5. After this action, the council de- 
cided to refer the petition to the public utili- 
ties committee of the council. 


Indiana 


Utility Accepts Emergency 
Rate Cut 


HE Public Service Company of Indiana 

on Christmas eve filed a new schedule 
of rates for electric service to its customers 
in the southern part of the state in compli- 
ance with an emergency order issued by the 
public service commission. The commission, 
on December 27th, approved the schedule and 
in successive orders directed the Public 
Service Company to institute the same rate 


schedules in Columbus and in eight other of 
the larger cities. Company officials, review- 
ing the order for the eight cities, estimated 
that it will reduce the company’s revenues 
and the customers’ bills approximately $100,- 
000 on the annual basis. This amount, added 
to reductions made in the emergency order 
of February, 1932, and the Bloomington and 
Columbus adjustments, and reductions to 
smaller towns and rural customers affected, 
makes a total saving to consumers exceeding 
$675,000, according to a news item in the 
Jeffersonville News of December 27th. 
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Kansas 


Commission Asks for Voluntary 
Rate Reduction 


HE Kansas Public Service Commission 

on December 28th requested that 346 
telephone, gas, and electric utilities operating 
in the state make voluntary, temporary re- 
ductions in their rates during 1933. The 
companies were asked in a form letter signed 
by the three members of the commission to 
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make cuts “in line” with reductions made by 
18 electric and 51 telephone utilities since 
January 1, a and by 13 gas companies 
since July 1, 1930. Commissioner Thurman 
Hill and Nels Anderson, chief engineer for 
the commission, estimated the reductions al- 
ready made would average 15 per cent. The 
commission stated in its letter that “in view 
of the distressed conditions of our people in 
this state, you should lend every effort to 
assist them in this economic crisis.” 


Maryland 


Municipal Acquisition of Balti- 
more Street Cars Urged 


A= hours after Federal Judge William 
C. Coleman named William H. Meese 
and Lucius S. Storrs receivers for the United 
Railways of Baltimore, Councilman Sydney 
R. Traub, fourth district, on January 5th an- 
nounced that when the city council next con- 
venes he will introduce a resolution calling 
for the purchase of the traction company by 
the city. Mr. Traub pointed out that the 
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United Railways has always had difficulty 
with the taxpaying public of Baltimore and 
that the only final solution would be munici- 
pal ownership of the street railway. Mr. 
Traub saw in the present receivership the 
first and probably the last opportunity to have 
the lines taken over by the city. Mr. Traub’s 
municipal ownership plan will call for the 
operation of the traction company by a com- 
mission of not less than ten members. The 
price to be paid for the railways also would 
be fixed in advance of a referendum by the 
voters. 


Massachusetts 


Fifty Per Cent Rate Cut Sought 
in Cambridge 


50 PER cent reduction in the domestic rate 

of the Cambridge Electric Light Com- 
pany from 5 cents per kilowatt hour to 2% 
cents per kilowatt hour was the request made 
before the state public utilities commission 
by Frank E. Coyne and Frank J. Sullivan, 
counsel for the customers of that company 
in their application for a reduction in charges. 
Both of the petitioners’ representatives ar- 
gued that the household customers are “en- 
titled to a 24-cent rate.” Mr. Coyne said: 
“This commission has a chance to startle 
the country by ordering such a reduction and 
thereby breaking the holding companies’ grip. 
What we need today is leadership and the 
customers of the Cambridge Company are 
looking to this board for that leadership. Cut 
the domestic rate to 24 cents and they will 
still make a profit and they won’t go to the 
court on the reproduction cost theory either. 
Even with a 50 per cent reduction to the resi- 


dential customers the company will be able 
to make a 10 or 15 per cent return.” 

Robert G. Dodge, counsel for the company, 
in his argument held that the residents of 
Cambridge are not in support of the reduc- 
tion petition. He pointed out that the city 
officials had not put in an appearance at the 
hearings. The company’s attorney also 
pointed out that a reduction had been put 
into effect last August and that until time 
shows how this reduction has worked out, it 
would be unfair to ask the company to put 
another into effect. 


* 


City Declines to Cut 
Water Rates 


Oo expenses of the water depart- 
ment of Springfield cannot be cut to a 

point permitting any reduction of the water 
rates for five or six years, according to James 
J. Shea, member ot the water commission. 
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The commission, however, is restricting costs 


and in preparing its 1933 budget will look for 
further economies wherever possible, accord- 


ing to a news dispatch in the Springfield 
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Usin Measures adopted concerning the 

scale for municipal departments also 
wil probably be applied in the water depart- 
ment, Mr. Shea stated. 
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Montana 


Commission Reorganizes Its 
Membership 


HE state board of railroad commission- 
ers, which is also the public service com- 
mission of Montana, has chosen Tom Carey, 


a newly elected member, as chairman, ac- 
cording to a Helena dispatch of January 7th 
in The United States Daily. Tom Stout, al- 
so newly elected, and Leonard Young, a hold- 
over from the former commission, will com- 
plete the personnel of the Montana regulatory 


body. 
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New Jersey 


Commission Seeks to Curb 
Financing Abuses 


F gnaw giv will be asked by the state 
board of public utility commissioners at 
the coming legislative session to prevent for- 
eign holding companies, over which the board 
now has no jurisdiction, from controlling the 
activities of operating utilities in a manner 
to the detriment of the public good. A rec- 
ommendation to this effect is contained in the 
annual report of the board, the advance sheets 
of which were released on December 30, 
1932. Specifically, it was proposed that pub- 
lic utilities of New Jersey should not be per- 
mitted to invest funds of any kind in the 
corporate securities of other utilities, either 
within or outside of the state, in the absence 
of express approval by the board. The sug- 
gestion is said to be the outgrowth of situa- 
tions presented by the financing of various 


utilities now operating in New Jersey. 

Another request made in the report was 
that a suitable appropriation be made avail- 
able immediately for an investigation of in- 
trastate commutation rates. The purpose is 
to establish a rate of fare for North Jersey 
commuters which will obviate the charge for 
ferry service not used. The study of com- 
mutation rates was prompted by the recent 
applications of the Delaware, Lackawanna 
and Western and the Erie railroads for in- 
creased charges involved in which was the 
question of a proper rate for passengers be- 
tween points in New Jersey and the Hudson 
river, who continue their journey to New 
York by tube or other means. 

The report also contains a statement of 
policy with respect to grade crossing elimi- 
nations. Until present economic conditions 
improve, it was proposed to act in such mat- 
ters only in cases where extreme necessities 
demand that there be no delay. 


e 
New York 


Untermyer Urges Stock 
Regulation. 


| hen regulation of the activities of the 
Stock Exchange in New York city and in 
other large cities was urged on January 8th 
by Samuel Untermyer in a statement forward- 
ed from his winter home in Palm Springs, 
Cal., to the New York Times. He predicted 
enactment of the necessary legislation at a 
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special session of Congress to be called by 
President-elect Roosevelt soon after his in- 
auguration. Such regulation is favored in 
the Democratic national platform and it was 
discussed in addresses by Mr. Roosevelt dur- 
ing his campaign 

Regulatory legislation, Mr. Untermyer’s 
statement declares, should be preceded by an 
investigation to be conducted by the incom- 
ing Senate Banking Committee. The inquiry, 
he urges, should be “distinctly constructive 
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and free from recrimination or ‘muckrak- 
ing.” The popular conception of stock ex- 
changes as “gambling dens,” Mr. Untermyer 
declares, is erroneous and unjustifiable. He 
charges, however, that the business ethics of 
the exchanges, although on the highest of 
planes as between members, falls short of 
those high standards in dealings between 
members and customers, and that wrongs 
being perpetrated owing to the absence of 
— control are “many and intoler- 
able. 

Because of its power over the fortunes of 
millions of persons, Mr. Untermyer declares, 
the exchanges should not be permitted, with- 
out governmental or court review, to deter- 
mine for themselves when to close their doors 
in the face of existing or impending. panics, 
when to permit short sales, and under what 
circumstances to list or strike from the lists 
various securities. 


Three City Mayors Seek Utility 
Rate Reductions 


HE mayors of three first-class cities in 

New York state, Mayor Charles E. 
Roesch of Buffalo, Mayor Charles S. Owen 
of Rochester, and Mayor Rolland B. Marvin 
of Syracuse, went on record during the early 
days of January, 1933, as seeking utility rate 
reductions in their respective cities. The most 
positive statement came from Mayor Marvin 
of Syracuse in a news item published in the 
Syracuse Herald on New Year’s day, which 
contained a hint that a demand may be made 
to Governor Lehman and the new legisla- 
ture for a drastic inquiry into the whole sub- 
ject of rates, not only for certain public utili- 
ties, but for insurance as well. Mayor Mar- 
vin expressed the opinion that the facilities 
of the New York Public Service Commission 
might well be employed to undertake such a 
general inquiry. He stated: 

“Of course, a private individual or a com- 
munity may petition the public service com- 
mission for revision of the rates within its 
control, but in order to make any case at all, 
expert witnesses are necessary at high costs. 

“Syracuse has not the money to engage 
such experts. On the other hand the public 
service commission has a large staff of recog- 
nized specialists in the commodities whose 
prices it regulates. It seems to me they might 
be put to work to determine why it is that 
gas and electric and telephone rates have not 
come down in proportion to other commodi- 
ties.” 

Mayor Owen of Rochester foresaw a pos- 
sible adjustment of rates in that city for do- 
mestic consumers of gas and electricity, with- 
out a long hearing before the public service 
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commission. Mayor Charles E. Roesch, in 
his annual and final message read on Janu- 
ary 2nd to the 1933 organization meeting of 
the Buffalo common council, declared that 
even if business conditions improve, munici- 
pal difficulties in Buffalo will increase during 
the coming year. He renewed his demand 
for a reduction in gas, telephone, and elec- 
tric rates, and in the International Railway 
Company’s bus fares. 


. 


Roosevelt and Lehman to Aid 
Power Cost Study 


RESIDENT-ELECT Roosevelt, Governor Leh- 

man, and Governor Pinchot of Pennsyl- 
vania, have expressed their willingness to 
codperate with the Institute of Public Engi- 
neering in its inquiry into the costs of dis- 
tribution of electric power, according to an 
announcement on January 2nd by the New 
York State Power Authority. The institute, 
organized to provide a forum for discussion 
and study of such costs, was to have held its 
first meeting under the auspices of the State 
Power Authority on January 20th in the Ho- 
tel Pennsylvania in the city of New York. 

The public service commissions of New 
York, Pennsylvania, and the District of Co- 
lumbia, together with their engineering ex- 
perts, were to have codperated with the pow- 
er board to establish a foundation upon which 
the distribution of costs of electricity, with 
special reference to household and rural 
service, can be accurately and scientifically 
determined. 

Those who were to have presided at the 
meetings included D. B. Steinman, president 
of the New York State Society of Profes- 
sional Engineers; Chairman Clyde L. King of 
the Pennsylvania Public Service Commis- 
sion; Robert H. Fernald, dean of the School 
of Engineering, University of Pennsylvania ; 
Chairman Milo R. Maltbie of the New York 
Public Service Commission, and Francis Lee 
Stuart, past president of the American So- 
ciety of Civil Engineers. 

In his first message to the legislature on 
January 4th, Governor Lehman recommended 
that the New York commission be given au- 
thority to approve or disapprove of intercor- 
porate contracts involving utility companies 
with respect either to management service or 
financial transactions. The governor also 
recommended that municipalities be given the 
right to appear as parties in all proceedings 
before the New York commission and before 
courts in proceedings affecting the rates or 
service of utilities within their municipal 
areas. This right is available to cities in 
some states. 
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North Carolina 


Conflicting Reactions to Power 
Rate Cuts 


Wr C. A. Mees, president of the Fair 
Utility Rate Association, announced the 
completion of the work of his organization 
in obtaining. approximately 30,000 signatures 
to petitions to be presented to the North 
Carolina legislature, seeking new regulatory 
legislation for public utility corporations 
looking toward a further reduction of rates, 
a news dispatch in the Charlotte Observer 
on Christmas day stated that North Carolina 
customers of the Southern Public Utilities 
Company have already expressed great grati- 
fication over the drastic reductions in elec- 
tric rates put into effect with bills rendered 
December Ist, according to officials of that 


company. The newspaper item claims that 
many customers of the Duke companies over 
the state have written to the Charlotte head- 
quarters to express to members of the or- 
ganization their gratification at the degree of 
the reduction, which has placed the territory 
served by the Southern Public Utilities sys- 
tem in Piedmont, North Carolina, in a unique 
position in the matter of electric rates. John 
Paul Lucas, vice president of the company, 
claims that there have been innumerable evi- 
dences of the determination of customers to 
use electric service in a much larger measure 
than heretofore. He claims that every 
branch of the company’s service department 
has been busier since the announcement of 
the new rates than ever before during any 
similar period, and that there was a notable 
increase in interest in household appliances. 


e 
Ohio 


Governor Asks Inquiry on 
Commission Appointee 


te a special message to the Senate, on Jan- 
uary 5th, Governor White asked an in- 
vestigation of charges against Charles F. 
Schaber, of Bucyrus, whom the governor 
previously had announced he would appoint 
on January 9th as a member of the public 
utilities commission to succeed John W. 
Bricker, who will become attorney general. 
The appointment is subject to confirmation 
by the senate. The proposed appointment, 


the governor said in the message, had been 
assailed “in an unfair and unjustifiable man- 
ner,” it being alleged that “his appointment 
was dictated by the public utility interests of 
Ohio and that as a member: of the utilities 
commission his official decisions will be made 
in the interests of the utilites and to the det- 
riment of the public.” The governor’s mes- 
sage pointed out that Judge Schaber’s ap- 
pointment was in no sense favored by any 
public utilities interests, and that if the senate 
could submit evidence showing Judge Schab- 
er to be an unfit appointee, the governor 
would withdraw his name. 


v 
Pennsylvania 


Keystone Cities Confer on Utility 
Rate Cuts 


ft hens cities and towns were represented in 
a meeting at Reading, Pa., on Decem- 
ber 27th in a conference of officials inter- 
ested in getting lower electric power and 
lighting rates for streets, homes, and indus- 
trial purposes, according to a news item in 
the Easton Express. Called by Mayor Heber 
Ermentrout, of Reading, the meeting was 
addressed by Dr. John Bauer, director of the 
public utilities bureau of New York city, 
whose recent report to Reading officials stat- 
ing that rates were too high, considering dis- 
tribution and production costs, attracted at- 
tention in other sections of the state. 
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The city of Reading has appropriated 
$5,000 to press proceedings for lower rates 
before the state public service commission, 
and other communities will be asked to make 
allowances towards a fund of $15,000. 
Among communities represented at the meet- 
ing were Pottstown, Bangor, Myerstown, 
em Lebanon, York, Elverson, and 

ath. 

A news dispatch in the Pottstown News on 
December 3lst announced that another group 
of Pennsylvania municipalities would confer 
with borough manager Norman G. Young of 
Phoenixville, in a united effort to effect a 
reduction in the cost of street lighting from 
the Philadelphia Electric yy my The cit- 
ies to be represented at the first conference 
were Royersford, Spring City, Pottstown, 
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Phoenixville, and West Chester, Pennsylvania. 
On January 2nd, the Derry city council 
adopted a resolution addressed to the Peoples 
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Natural Gas Company and the Bell Telephone 
Company, requesting that rates now in effect 
for the two utilities be substantially reduced. 
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Rhode Island 


Voluntary Gas Rates Cut in 
Pawtucket Area 


poe in Pawtucket and the Blackstone 
Valley, forced by economic conditions to 
abandon use of gas since the beginning of the 
depression, will be able to renew their gas 
meter service throughout the year 1933 un- 
der the new reduced residential gas rate plan 
filed by the Pawtucket Gas Company with the 
public utilities commission, Providence, ac- 
cording to a news item in the Woonsocket 
Call of December 31st. Vice President David 


Daly of the Pawtucket Gas Company ex- 
plained that “in no case can a customer’s bill 
be increased by the new rate and the small 
users of gas will save money.”” He explained 
that the plan will do away with the old 
monthly 75 cents minimum charge which to- 
tals $9 a year, and which most every home 
user of gas in the Blackstone Valley vicinity 
has been paying. Instead, the plan provides 
that all customers and past customers, de- 
siring to use gas again, can have their meters 
open for service throughout the year by sim- 
ply guaranteeing that they will use gas 
amounting to $6 for the entire year. 


2 
South Carolina 


Utilities and Commission Agree 
on Rate Cut 


HE Duke Power Company and the 

Southern Public Utilities Company on 
the last day of the year 1932 ordered new 
lower schedules for electric rates into effect 
in South Carolina cities, as a result of an 
agreement finally reached with the South 
Carolina Railroad Commission following a 
series of proposals and counter-proposals. It 
is estimated that under the new rates, cus- 
tomers of the Duke companies in the Pied- 
mont section of the two Carolinas will save 
$1,357,000 a year. The new lower rates are 


said to be far below the average residential 
rates that obtain at the present time in the 
177 larger cities in America. 

The order of the commission authorizing 
the power company to put the new schedule 
into effect contains a provision that “no bill 
shall be rendered to any customer for a high- 
er rate than the rate now in effect,” and con- 
tains a further provision that in the event 
any new taxes were levied against the com- 
pany, no increase in rates should be allowed 
for any more than would absorb such new 
taxes and then only after decreases in the 
tax levies of the company’s property which 
may be made, have been taken into consid- 
eration. . 


= 
Wisconsin 


State Inquiry Directed at 
Five Utilities 


Fr public utility companies were notified 
by the public service commission on Jan- 
vary 4th that their rates and practices would 
be investigated. In each instance the cost 
of the investigation will be assessed against 
the utilities. According to a dispatch in the 
Milwaukee Sentinel of January Sth, the com- 
mission will inquire into the rates of the In- 
terstate Power Company at Soldiers Grove 
upon complaint of that village that the cost 
of light, heat, and power services is too high. 
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The Waunakee Telephone exchange and 
the Northwest Telephone Company will be 
investigated upon the complaint that certain 
rate practices have resulted in discrimination. 
Street lighting rates charged the village of 
Viola by the Viola Light & Power Company 
will be investigated upon complaint of S. A. 
Williams, village resident, that the charges 
are unlawful. The commission will also in- 
quire into practices of the Commonwealth 
Telephone Company in assessing switching 
charges against the Prairie Queen Telephone 
Company and the Christiana East Division 
Town Hall Telephone Company. Complaint 
has been made against the charges. 





















The Latest Utility Rulings 








Municipal Unit Area Preferred to System-wide Basis 


HE Supreme Court continued dur- 

i ing the early days of January to 
decide cases of unusual regulatory im- 
portance. Outstanding among these de- 
cisions was the so-called “Martinsville 
case,” otherwise bearing the official title 
of Wabash Valley Electric Company v. 
Young. It had to do with the very im- 
portant and often very baffling regula- 
tory problem of defining the scope of a 
utility’s rate-making area. The case in- 
volved the service of the Wabash Valley 
Electric Company which is one of seven 
affiliated public utility corporations or- 
ganized under the laws of Indiana, more 
than 99 per cent of the combined capi- 
tal stock and securities of which is 
owned by the Central Indiana Power 
Company. 

This Wabash Valley Electric Com- 
pany served, among other communities, 
the city of Martinsville, Indiana. When 
certain citizens of Martinsville peti- 
tioned the Indiana commission for a de- 
termination of reasonable rates for 
electricity, the commission proceeded to 
fix the rate based upon the fair value of 
the property devoted to the exclusive 
service of the city of Martinsville, and 
without regard to the property of the 
company situated outside of the city of 
Martinsville except in so far as the val- 
ue of such property might be fairly al- 
located to the actual use of Martinsville 
service. 

The company was not satisfied, how- 
ever, with this use of the municipality 
as a unit for defining the scope of the 
rate-making area in determining the 
reasonableness of rates to be charged 
for service in the city of Martinsville. 
The company contended that in so far 
as the Martinsville plant was an insepa- 
rable part of the interconnected general 
system, its rates ought to be computed 
on a “system-wide basis.” The effect 
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of this treatment, presumably, would be 
to require the dismissal of petitions by 
citizens of individual communities as to 
the reasonableness of rates charged 
therein, where the company could show 
that its general rates charged through- 
out its entire system were reasonable. 

The company brought suit in Federal 
district court to enjoin the commission 
from enforcing the order. A temporary 
injunction was issued, but a 3-judge 
statutory court later dissolved the in- 
junction and held that the rates in ques- 
tion were not confiscatory. This court 
also held that under the provisions of 
the Indiana statute and in the light of 
the facts, not the entire property and 
system of the electric company, but that 
the city of Martinsville alone should be 
treated as a unit for determining the 
schedule of rates charged therein. Up- 
on that basis, in fixing the value of the 
property used and useful in supplying 
electric current to the city, the lower 
court determined the value of the local 
property, to which it added that propor- 
tionate part of the value of the system’s 
property which it found to be fairly at- 
tributable to the Martinsville service. 

The United States Supreme Court 
found that this method was not in con- 
flict with the constitutional rights of the 
utility and sustained both the Indiana 
commission and the Federal court. 

The electric company also contended 
that the 7 per cent rate of return al- 
lowed by the Indiana commission was 
not adequate. The United States Su- 
preme Court said, however, that it was 
unable to conclude that a “7 per cent 
rate of return, under the facts here dis- 
closed, is so low as to be confiscatory.” 
The decision was rendered by Mr. Jus- 
tice Sutherland and was apparently 
unanimous. Wabash Valley Electric 
Co. v. Young et al. No. 128. 
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lee Federal court, on January 
5th, held invalid the Kansas Pub- 
lic Service Commission’s 30-cent city 
gate rate for natural gas supplied by the 
Cities Service Gas Company. The com- 
mission was permanently enjoined from 
enforcing the rate, the court holding 
that the company could not make a fair 
return upon its investment. While the 
court did not set a rate itself, it did up- 
hold the right of the state regulatory 
body to fix a “fair and reasonable rate” 
for natural gas. Judges George T. 
McDermott of Topeka, Orie Phillips of 
Denver, and R. J. Hopkins of Topeka, 
handed down the decision. Judge Hop- 
kins indicated that he would file a dis- 
senting opinion later. 

According to the New York Times, 
unless reversed, the decision ends a 20- 
year fight by the Kansas commission to 
regulate gas rates. The 1931 legislature 
appropriated $100,000 to finance litiga- 
tion against the Doherty companies in 
seeking a reduction of the 40-cent city 
gate rate charged by the Cities Service 
to the Doherty subsidiaries in Kansas. 

The Federal court decision lowered 
the Doherty valuations $23,000,000 to 
$83,000,000, and found that the appli- 
cation of the 30-cent rate would earn 
only 4.7 per cent return on the invest- 
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Federal Court Restrains Kansas Commission in Cities Service Case 


ment. The court held that the company 
was entitled to earn 8 per cent return. 
The opinion upheld the commission’s 
finding in disallowing the 1} per cent 
management fee paid by the subsidia- 
ries to Henry L. Doherty & Company. 
But the contention of the company as 
to the holding of gas leases, disallowed 
by the commission, was upheld by the 
court. Attorneys for the Kansas com- 
mission indicated that they would ap- 
peal to the United States Supreme 
Court. 

The lower court held that the serv- 
ice charge, such as that made by Henry 
L. Doherty & Company, was proper but 
refused to pass on the contention of the 
commission that 1} per cent of gross 
revenues against the distributing com- 
panies was unreasonable. It was stated 
that the companies had failed to justify 
the payment of the 1? per cent of reve- 
nue as management fees under contracts 
with Henry L. Doherty & Company. 
The court claimed that it could not find 
out from the available record whether 
1} per cent was too much or too little, 
but stated that if the entire amount were 
eliminated, the reduction in the ave 
gas bill would only amount to about 10 
cents a month. Cities Service Gas Co. 
v. Kansas Public Service Commission. 


7 


Interstate Commerce Commission Suffers Two Reversals 


_—— United States Supreme Court, 
on January 9th, reversed the In- 
terstate Commerce Commission in two 
important decisions of such a nature as 
to be of unusual interest to state regu- 
latory bodies. The first decision had to 
do with the order of the Interstate Com- 
merce Commission requiring the Union 
Pacific System to construct an exten- 
sion in Oregon. Mr. Justice Roberts, 
in sustaining the Federal district court’s 
judgment restraining the enforcement 
of the commission’s order, pointed out 
that the phrase giving the Federal com- 
mission the right to compel railroads 
“to extend its line or lines” is a part of 
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a single sentence committing to the 
commission the power to require car- 
riers to provide safe and adequate fa- 
cilities for car service as defined in the 
Interstate Commerce Act, but that it 
could not be interpreted as giving the 
commission power to require railroad 
extensions in territory which the rail- 
road carrier had not served or pro- 
fessed to serve. The extension in ques- 
tion involved 185 miles of route on the 
line of the Oregon-Washington Rail- 
road and Navigation Company through 
territory which the railroad carrier 
claimed that it had never undertook to 
serve. Mr. Justice Cardozo dissented 
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in an opinion joined by Justices Bran- 
deis and Stone. 

The second reversal of the Interstate 
Commerce Commission involved the 
question of whether an electric railway 
operating between Milwaukee and Chi- 
cago is subject to the provisions of § 
20a of the Interstate Commerce Act, re- 
lating to the issuance of securities. Mr. 
Justice Roberts, who also delivered the 
opinion in the second decision, held that 
the railway in question must be consid- 
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ered as an “interurban electric railway” 
and, as such, not subject to the jurisdic- 
tion of the Interstate Commerce Com- 
mission with respect to the issuance of 
its securities. The opinion of the court 
in the second case was unanimous. IJn- 
terstate Commerce Commission, Public 
Utilities Commissions of Oregon and 
Idaho v. Oregon-Washington Railroad 
& Navigation Co., Southern Pacific Co. 
et al.; United States v. Chicago North 
Shore & Milwaukee R. R. No. 23. 
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District of Columbia Commission Succeeds in Breaking Up Control 
of Local Utility 


OME weeks ago, the District of Co- 
lumbia Public Utilities Commission 
completed its investigation of the own- 
ership and control of the Washington 
Gas Light Company and the George- 
town Gas Light Company, with a view 
to uncovering possible violations of the 
La Follette Antimerger Act which af- 
fects utilities operating in the District 
of Columbia. The commission found 
that a large number of the shares of 
common stock of both local utilities had 
been acquired by an alleged common- 
law trust of Massachusetts, formerly 
known as the Seaboard Investment 
Trust and which has since changed its 
name to the “Washington and Subur- 
ban Companies.” 
The commission also found that by 
a series of intercorporate holdings, the 
control of this investment trust has been 
acquired by the Central Public Service 
Corporation which had caused the elec- 
tion to the board of directors of the 


. Washington Gas Light Company of its 


own president. The commission fur- 
ther found that this foreign controlling 
interest had caused the local utility to 
execute management contracts for al- 
leged services to be performed by affil- 
iated subsidiaries, and had caused other 
interference with the management, 
control, and operation of the local utili- 
ties which the commission felt was 
detrimental to the public of the District 
of Columbia. Accordingly, the com- 
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mission forbade the local companies to 
go through with any of the arrange- 
ments calculated to weaken the local 
managerial control, or to result in com- 
pensation to be paid by the local utili- 
ties to the foreign controlling interests 
for alleged managerial services under 
contract. Court proceedings followed 
this action. 

Pending the final determination of the 
litigation in the District of Columbia 
Supreme Court, however, a_ radical 
change was effected in the ownership 
of controlling interests in the local utili- 
ties. As a result of these changes, all 
such control by the Central Public 
Service Corporation and its subsidiaries 
has ceased, and all of the common 
shares of the beneficial interests of the 
Washington and Suburban Companies 
are at present held by two national 
banks (which are forbidden by law to 
be public utility holding or operating 
companies) and by certain other inde- 
pendent corporate entities. 

As the main objective of the District 
of Columbia commission was to free the 
Washington Gas Light Company from 
foreign control and as this objective has 
apparently now been attained, the com- 
mission on December 23rd issued an 
order stating that, so long as conditions 
now existing remain unchanged, it will 
interpose no further objection to the 
owning and voting of the stock of the 
Washington Gas Light Company by the 
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trustees of the Washington and Subur- 
ban Companies, provided that due pro- 
vision is made for the prompt report of 
any change or changes in said condi- 
tions, and provided that the commis- 
sion reserves to itself the right, at any 
‘time, to take such action as it may deem 
appropriate. The order directed the 
commission’s counsel to report to the 
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supreme court of the District of Colum- 
bia that the commission would consent 
to the entry of a decree in the District 
of Columbia Supreme Court accom- 
plishing the purposes of the latest com- 
mission order. Such a decree was ac- 
cordingly entered. Re Washington Gas 
Light Co. et al. Case No. 228, Order 
No. 1103. 


e 
Less Than Six Per Cent Return Held Not Confiscatory 


A“ interesting regulatory precedent 
appears to have been set by the 
United States District Court for the 
Eastern District of Illinois in denying 
2 motion by the Kankakee Water Com- 
pany for a temporary injunction to re- 
strain the enforcement of a rate reduc- 
tion ordered by the Illinois Commerce 
Commission. Apparently an “all time 
new low” has been set for a nonconfis- 
catory rate of return. It appeared that 
the rate prescribed by the Illinois com- 
mission was calculated to yield 5.17 per 
cent return. The court stated: 


“Under the existing generally depressed 
industrial and financial conditions, indicat- 
ing a greatly abnormal condition both gen- 
erally and locally, all of which appears in 
the record, we are not warranted in find- 
ing that the probable return of 5.17 per cent 
upon the valuation as aforesaid, furnished 
by the commission’s prescribed rates, is 
confiscatory. In this connection, we have 
considered the evidence of present return 
in industrial enterprises of other character, 
and that of similar utility companies, as 
well as the fact that plaintiff makes no 
claim and furnishes no evidence that new 
capital is at present needed in its business.” 


Kankakee Water Co. v. Gilbert. 


& 
Limited Approval for Natural Gas Service in Michigan 


HE Michigan Public Utilities Com- 

mission, in granting limited ap- 
proval of the application of the Michi- 
gan Natural Gas Corporation for the 
construction of transmission lines to 
serve natural gas in that state, has hand- 
ed down a ruling which may prove to 
be a precedent in determining the neces- 
sity and practicability of proposed nat- 
ural gas service. It appears that the 
applicant corporation desired approval 
for the construction of a natural gas 
pipe line from the so-called Mount 
Pleasant or Central Michigan gas field 
to the city of Detroit and proposed to 
serve en route the cities of Saginaw, 
Bay City, Flint, and Pontiac. The com- 


mission’s opinion held that the necessity 
and practicability for proposed natural 
gas service in such cases should be 
considered from two angles: (1) 
the available gas 


whether supply 
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is sufficient to warrant the heavy 
investment and whether it is suf- 
ficient to serve the area sought to 
be served for at least a sufficient period 
of time to warrant such investment ; and 
(2) whether or not the construction of 
the line would be for the best interests 
of the field itself and those interested 
in its future development. 

Regarding the second consideration, 
the commission was reminded of the un- 
fortunate result within the past several 
years experienced in the Muskegon gas 
field. It appears that the construction 
and operation of several pipe lines si- 
multaneously resulted in the almost 
complete destruction and depletion of 
the gas in that field within a very short 
time. This was said to result in an 
economic loss to all those interested and 
affected. 

The commission was convinced from 









